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From The Editor 


OR THE FIRST TIME IN INDIA, THE ECONOMIC INTERESTS 

of employers and employees are at loggerheads on 

such a large scale. Though not deliberately, 
companies are securing their future by making the future 
of their employees insecure. The hunt is on to root out 
"excess" staff from the payrolls and emerge leaner 
and meaner to take on the challenges of the economic 
meltdown. Since not all those who are losing jobs are 
incompetent, identifying and accepting redundancies is 
getting extremely challenging—for employers as well as 
for employees. A sacking becomes more humiliating and 
confidence-sapping when it happens without any fault 
of the employee. To make matters worse, some of 
the businesses being shut and the employees being 
laid off are the ones that were the hottest and most 
sought after just a few months ago. The irony, the 
scale, the means and consequences of what is corporate 
India's biggest season of layoffs form our cover 
package for this issue (pages 42-72). 

Though the job cuts won't add up to more than a 
small fraction of India's total workforce, its debilitating 
impact will be felt on every 
income earner. The result? The 
spending cuts are much larger 
than income reductions—the 
classical prescription for 
recession. Though India isn't 
getting into an economic reces- 
sion, it is probably well into an 
emotional recession. Turn to 
page 74 to know more. 
Hopefully, the tide will turn for 
the better in a few months, but 
there is one lesson from the current meltdown that will 
remain relevant forever—that spells of job insecurity will 
recur and that job security isn't the same as job continuity. 

More than 10 years ago, the now-infamous Enron's 
Dabhol Power Plant was in controversy involving, 
among other things, its high cost of power. Now, we face 
the prospects of a controversy over unusually low cost of 
power—promised by a relative upstart in the sector, 
Reliance Power. The company recently won the bid to 
build a 4,000 Mw plant in Jharkhand by committing to 
supply power at only Rs 1.77/ kWh. It has won three 
other mega power plants by committing similarly 
inexpensive power. Is it ushering in an era of ultra low- 
cost power? Or, are we headed into another round of 
controversies? We attempt some answers on page 94. 
And finally, amidst all the uproar over whether or not 
Valentine's Day should be a big deal in India, on page 
126 we tell you why it is a multi-crore deal for hundreds 
of farmers—and that too in a state that is ground zero of 
the recent uproar, Karnataka. 
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* Business Today's cover story undertakes a de- 
tailed study to understand how auditors in India 
really work; what their mandate is; and whether 
they can be expected to detect frauds—especially 
when it is perpetrated by the top management. 
Also, a special package on 20 Hottest Stocks. 
When most stocks have fallen below their peak 
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| 98 BT-NASSCOM 
k Round Table 
It's time to be bold, 
think big and make a profound shift—that's 
the prescription of a five-member panel of 
experts on how to haul the rr industry up 
by its bootstraps. 


102 BT-NASSCOM-Perot Survey 


The third annual survey of visitors to the rT 
sector's annual congregation captures the 
uncertainty that has enveloped the industry. 





104 Silicon Power 


Semiconductor demand in India is 
| increasing, but manufacturing of 
semiconductors remains a distant dream. 
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74 It's an Emotional Recession 
A dip in confidence is causing 
consumers to spend less. 
They are affecting not just 
businesses but also 
themselves. 


82 


Managing Bankruptcy 

It's time India introduces an efficient mechanism to 
deal with personal bankruptcy cases, which will only 
abound as the EMI culture spreads. 


84 Back to Basics 

Private equity finds its place in the 
sun. The rules of the game are 
decidedly in favour of investors. 


STAR Treks on Crowded Turf 
STAR doesn't dominate the way it 
once did, thanks to increasing 
competition from a clutch of new 
kids on the broadcasting block. 





Power-Hungry 

Reliance Power has bagged three of 
the four ultra mega projects. Has it 
bitten off more than it can chew? 


109 “More Satyams Will Continue to Happen" 
Column By Prabal Basu Roy. 
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112 Don't Let the Tax Bite 
Despite its recent downbeat performance, the 
time to invest in ELSS funds has never been better. 


116 Want a Job, Go Rural 
At a time when urban jobs are dwindling, 
microfinance is creating jobs in rural India— 
provided you have the right skills and aptitude. 


123 Understanding Depressions 
Paul Krugman gives us a lucid tour of history's 
worst slumps. Unfortunately, he also proves that 
we are doomed to repeat the same mistakes. 





126 Love's Labour Lost 
The current economic crisis has exposed the 
Indian floriculture industry's over-dependence 
on Valentine's Day and the demand for roses 
surrounding it. 
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131 Treadmill 
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On Fraud's Trail 

A FRAUD OF SATYAM'S MAGNITUDE (BT 
cover, February 8) could not have 
been possible without the connivance 
and complicity of politicians. And 
Andhra Pradesh has no dearth of 
powerful and crooked politicos. 
Many of them were overly indulgent 
towards Satyam and its Founder, 
B. Ramalinga Raju. Politicians of all 
hues are believed to have been not 
just the beneficiaries of Raju's wheel- 
in many firms of Raju-promoted 
Maytas. With such powerful hands 
in the Satyam till, one wonders 
where investigations into Raju's 
shenanigans will lead to? Perhaps, it 
will meet the same fate as the 
investigations into the Global Trust 
Bank or the CRB Group. 

JAYASANKAR CHIDAMBARAM, through e-mail 


Asatyamev Jayte 

THE SATYAM SCANDAL HAS BRUISED 
the faith of investors who bought 
into India's economic success story. 
Like the Shakespearean character 
Macbeth, whose vaulting ambitions 
caused his own undoing, Raju 
brought about his own nemesis by 
overreaching himself. Like 
Macbeth, Raju had no spur to prick 
the sides of his intent, but only 
vaulting ambition, which overleaps 
itself, and falls on th’ other... Given 
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Hold the Auditors to Account 
JUST AS SATYAM HAS DENTED THE 
image of the Indian IT industry, 
PricewaterhouseCoopers, the auditing 
firm, has sullied the fair name of the 
accounting profession (BT cover, 
February 22). Worse, it's not the first 
time that PwC has flouted the ethics of its 
profession. In 2005-2006, the same 
firm was mired in another accounting 
scandal related to the Global Trust Bank. 
Isn't it time that a final verdict on the 
accounting firm's acts of omission and 
commission be known? 

















M. KUMAR, through e-mail 











the extent and the scale of his 
murky dealings, “all the perfumes 
of Arabia will not sweeten his little 
hand” with which he orchestrated 
the disgusting fraud on his 
company, its employees, creditors 
and shareholders. 

CHARU SHAH, through e-mail 


Credit-crunched Times 

THIS HAS REFERENCE TO YOUR 
thought-provoking write-up Why 
Banks Still Won't Lend? (Br, 
February 8). Indian banks well re- 
alise that holding up cash goes 
against profitability. And so credit 
has to flow and it devolves upon 
banks to ensure that industry is not 
starved of capital and liquidity. 
However, several factors, includ- 
ing high-weighted average cost of 
funds and increased credit risk due 
to increasing defaults on credit cards 
and personal loans, are making 
banks more risk-averse these days. 
Lending risks are also getting 
exacerbated on account of rising 
unemployment, falling home prices 
and growing loan delinquencies. In 
the circumstances, the importance of 
raising consumer confidence is now 
egregiously outweighed by our need 
to raise creditor confidence. Given 
the perception about the economic 
climate today, can we really blame 
banks for not lending to consumers 


and companies whose ability to 
re-pay loans is under a cloud? 
VINOD C. DIXIT, through e-mail 


With a Ciggy in His Mouth 
I AM AN AVID READER OF YOUR MAG- 
azine and though I am in Dubai, I 
make it a point to get the issues 
whichever way possible. The picture 
of Vijay Mallya on the cover (BT, 
December 14, 2008) puffing a 
cigarillo was definitely not in a good 
taste. It doesn't befit a man of his 
calibre to be portrayed smoking on 
a business magazine's cover. Mallya 
is a well-known personality in busi- 
ness circles and you should have 
exercised prudence in depicting him 
the way you did unless you wanted 
to show him in a poor light. 
SHAIKH MASOOD, through e-mail 


Corrigendum 

In the story Crisis of Consumption 
(BT, February 8), in the table 
depicting declining Us economic 
growth, the entries for Q4 (07) 
and Q3 ('08) should be read as 
negative figures—below the base 
line rather than above the line as 
they are inadvertently shown. The 
error is regretted. 
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Misleading Indicator 


PM's Economic Advisory Council expects 2009-10 to be 
better than 2008-09— pleasant news in the current gloomy 
environment. But what underlies its optimism? PUJA MEHRA 





had famously said. One person who probably isn't at pains to agree 

seems to be eminent professor of economics and chairman of the 
Prime Minister's Economic Advisory Council S.D. Tendulkar. Right now, 
he is in the minority of one when it comes to the prospects of the econ- 
omy in the next fiscal year. Reacting to the recently released advance es- 
timates of the GDP growth for the year 2008-09—at 7.1 per 
cent—Tendulkar said he expects the 2009-10 growth rate to be even 
higher. That runs contrary to what every other economist foresees. Even 
the most optimistic projection for the 2009-10 GDP growth is 6 per cent, 
with most expecting a figure lower than that (see chart). So, what really 
gave this erudite and seasoned economist, and a trusted friend of 
Prime Minister Manmohan Singh, encouragement to go against the tide? 

There is very little economic news in India or from abroad—which 
matters because this is one truly global crisis—that would suggest that 
the worst is over and the spring thaw is around the corner. In fact, within 
a few days of announcing the GDP growth estimate of 7.1 per cent for 
2008-09, Central Statistical Organisation (CSO) released the industrial pro- 
duction figures for December 2008 which were the worst in over a 
decade. So, it can only be with a mix of high hopes and some precise 


J: RATHER BE VAGUELY RIGHT THAN PRECISELY WRONG,” J. M. KEYNES 
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The fortnight’s burning question. 


GDP growth in 2009-10 
will be higher than the 
current year’s forecast of 
7.1 per cent? 


No. Rajiv Kumar, 

Director & Chief Executive, ICRIER 
The claim is untenable. All multi- 
lateral agencies such as the IMF, 
World Bank and ADB have 
produced lower GDP forecasts 
for 2009-10. The government's 
claim does not take into account 
the emerging domestic and global 
economic realities. We will be 
fortunate to achieve 6 per cent 
GDP growth in 2009-10. 


Maybe. Shubhada M. Rao, 
Chief Economist, YES Bank 
Pump priming will limit the 
damage and stem the slowdown 
in the next financial year. Overall, 
we expect growth to regain 
strength from the second half 

of 2009-10. However, it is 
optimistic at this point to expect 
2009-10 growth to surpass the 
current year's growth estimates. 


Yes. Amit Mitra, 

Secretary General, FICCI 

It is reasonable because in the 

current year India will grow by 

7.1 per cent in the most trying 

circumstances. A critical factor 

will be agricultural production. 

Subject to a normal agriculture 

season, there is every reason to 

believe that the economy will grow 

by over 7 per cent in 2009-10. 
MANU KAUSHIK 
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Talking the economy up to neutralise downward bias of 
faulty data should not be the way out. Faulty data can 


cut both ways-up or down. 


future gazing that one can confi- 
dently predict a rosier-than-pres- 
ent economy in 2009-10. Yet, the 
implications of the divergence be- 
tween Tendulkar's and others' es- 
timates are significant enough to 
merit a serious look—it’s knowing 
whether our economic fortunes 
are about to get better or worse. 

There are several plausible 
explanations for Tendulkar's op- 
timism: faith that domestic de- 
mand, though already dampened, 
will not collapse the way it has in 
several developed economies, an 
expectation that interest rates 
will soon fall further, reviving 
investments and the hope that 
the Us President Barack Obama's 
$800-billion stimulus package 
will spur global growth. Or, more 
than any of these, it's likely that 
Tendulkar doesn't find the data 
reliable. Take, for instance, the 
latest data for industrial output 
that recorded a negative growth 
of 2 per cent in December—the 
key culprit was a 12.8 per cent 
fall in the output of consumer 


GDP Growth: 
Forecast for 2009-10 





Figures in % *For calendar year 2009 


Industrial Production: 
Bad, but better than most 


-18.8 
-18.6 
-15.6 


Fi res in % for (year-on- ee 
weakest in nearly a decade 
Source: Macquarie Capital 
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durables. However, some of the 
biggest consumer durables com- 
panies here have a different tale 
to tell. Samsung India’s sales in 
December were up by a healthy 
30 per cent over last year, riding 
on robust sales of LCD Tvs in big 
cities and of CTVs, refrigerators, 
etc., outside the top 35 cities. 
Samsung estimates that the con- 
sumer durables industry grew 10 
per cent in December, an esti- 
mate hard to disbelieve since re- 
search outfit ORG-GFK recorded 
year-on-year growths in 
December of 1 per cent for CTVs, 
10 per cent for air-conditioners 
and 7 per cent for microwaves. 

What explains the divergence 
between the cso data and the in- 
dustry's performance? The average 
basket of goods. The govern- 
ment's data compilers are still col- 
lating sales of telephone instru- 
ments (excluding mobile hand- 
sets) and alarm time pieces. These 
items still have high weights in 
the index of industrial output. 
The bad data on the factory out- 
put is more likely to be less about 
bad performance than about bad 
book-keeping by the babus. But 
then, talking the economy up to 
neutralise downward bias of faulty 
data should not be the way out. 
Faulty data can cut both ways—up 
or down. There are also economic 
indicators that would look worse, 
once they are corrected. 

It's also likely that fiscal stim- 
ulus—of this government and the 
next’s—will really do what they 
are meant to do, which is to has- 
ten a recovery. And being closer 
to the government now than he 
has ever been in his long and il- 
lustrious career, the chairman of 
PM's Economic Advisory Council 
has better faith in government 
interventions. 











ake: ofthe War. 


sted. We lost $20 million but that 


is not such a big amount, An arm 
of the company is into currency 
exchange and honestly, in that 
quarter alone, the function 
brought in an amount that made 
the loss seem insignificant. Of 
course, I was aghast at first when 
the scandal broke out. 


How bad has the downturn been? 
The us, the UK and Spain have 
been the worst hit. Banks con- 
tinued to encourage mortgaging 
not realising that the illusion cre- 
ated would lead to a painful con- 
traction. The East, however, will 
continue to grow. 


Won't the ripple effect touch the 
East, too? 

Brazil, China and India are 
being looked at for long-term 
investments. To revive the western 
economies, we have to depend 
on those who are able to pro- 
duce stimuli and growth—which 
is why I doubt whether a growing 
economy will be affected. 


HWVO LNYXIHSIN 


FP, 
make (////)trip 


Our travel business required tight 
integration of our partners and 
customer care centres. Yet, we 
required flexibility in operations. That's 
why we opted for Microsoft Dynamics 
ERP solution. With ease of 
customization, and simplicity of usage, 
employee productivity has increased 
by 15% in post-sales and fulfilment. 
NET RESULT: Higher Efficiency, 

Lower Costs 


Set up a 


with us: 
Visit www.controlcosts.com 
SMS CONTROL to 58888 


Receive your copy of 
The CFO's Toolkit: 


CONTROL 
COSTS 


| www.ControlCosts.com | 
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7.596: Dip in overall 
automobile sales in 


January 2009. In the 
commercial vehicle segment, 
the sales declined by 51 per 

cent at 23,157 units 

during the month. 





Where Ethics Rule 


A global ranking of the world's most ethical companies 
could be a source of worry for Asian firms. 


T A TIME WHEN FIRMS ACROSS 
Åre world are battling the 
downturn and are being questioned 
on their business ethics, the Geneva- 
based knowledge resource firm, 
Covalence, has come out with its 
annual “Ethical Quote and Ethical 
Rankings" covering 541 multina- 
tionals in 18 sectors across the 
world. The survey rates firms on 
several parameters like waste man- 
agement, information to consumers, 
eco-innovative products, interna- 
tional presence, downsizing methods 
and anti-corruption policies to come 


TOP NOTCH 
The most ‘ethics-driven’ MNCs. 


RANK COMPANY SECTOR RANK IN 
1 HSBC Holdings Banks 3 
2. Intel Corp. Technology 8 

3. Unilever F&B X 
4. Marks & Spencer Retail 10 
5. Xerox Technology New 
6. Alcoa Inc. Basic Resources 5 
7. Rio Tinto Basic Resources 7 
8. General Electric Industrial Goods New 
9. Dell Computer Technology 9 
10. DuPont de Nemours Chemicals New 


culation methodology" that was 
used for the rankings is a novel 
method. “The challenges in assess- 
ing the ethical performance of multi- 
national enterprises are many: lim- 
ited means of direct observation, 
restricted access to internal data 
and other issues like social com- 
plexity, cultural diversity etc. To 
overcome these difficulties, Cov- 
alence uses an information system 
for quoting the reputation of 
companies on ethical issues instead 
of a questionnaire-based rating 
scheme. “Using media monitoring 
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The survey rates firms on several parameters like waste 
management, information to consumers, international 
presence, downsizing methods and anti-corruption policies. 


up with a list of the best-run com- 
panies across the world. In 2008, 
the top three performers were 
HSBC Holdings, Intel Corp and 
Unilever's F&B division. Others in 
the top 10 include big names such 
as Xerox, GE and DuPont. The rat- 
ings were based on data from 2002. 
to November 2008. It also lists the 
best firms in each sector—across 
18 categories. 

A caveate: the rankings are more 
projection-based than performance- 
based. A spokesperson for 
Covalence said the *renovated cal- 


and the Internet, we capture nu- 
merous, diverse information pieces 
to get a detailed, evolutionary pic- 
ture of how companies are per- 
ceived," she said. 

The ratings mostly have the us 
and European firms in the top 20. 
It's interesting to note that except 
HSBC none of the banks makes it 
to the list. Nor are biggies like 
Microsoft or auto giants like Toyota 
or Honda in the race. Asian firms, in 
fact, are conspicuous by their 
negligible presence. 

DHIMAN CHATTOPADHYAY 


NEW 
[eel FIESTA 


ho- ] » ^ 


FIESTA LEAVES THE CITY 
FAR BEHIND. 


Fiesta - "Best Driver's car in it's class" - Autocar India Sep ‘08 
“One of the most involving driver's cars in India” - TopGear Nov 08 
“A great buy if you love driving and worth every rupee” - WhatCar India July '08 


If you are choosing between the two cars to have the perfect ally 
for spirited motoring, then go for the Fiesta" - Business Standard Motoring Dec 08 


The Ford Fiesta, power packed with Dura technology, E10 readiness, Driver & passenger side airbags, Anti-lock Braking 
System (ABS), 15” (38.1 cms) Alloys and 2 DIN MP3 player is undoubtedly the best drive for your money. 


Go ahead, get in to the Ford Fiesta and leave the City far behind. 
At Rs. 6.99" lakhs, the Ford Fiesta 1.6S is a better buy. 


f — 
www. india.ford.com Make Every Day Exciting 


—— -- ——_ 


' Conditions apply. Ex-showroom price Delhi. Features shown may not be part of standard equipment. Colours are indicative only, and may vary due to printing constraints. Premium SMS rates applicable For details check wit 
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TOP OF MIND ` 


The Google 
Latitude 

It is something to do with Geog- 
raphy? Well, not quite. It is a 
mash-up of Google Maps, posi- 
tioning technology and Google's 


social media services such as 
Google Talk. 


What happens? Simply put, Google 
Latitude broadcasts your position to 
your friends and contacts. 


How does it do that? To start with, 
you need to install Google Maps 
(m.google.com on your browser) on 
your mobile device to enable 
Latitude. 


tium 0m IS ขะ เป วา 


Positioning System (GPS) device? 
No. While a GPS-enabled mobile 
can give your friends a far more 
accurate location, this service uses 
'Cell-ID' (it extrapolates your loca- 
tion from the nearest cell tower to 
broadcast online). 


What if | don't want everyone to 
know where | am? You can 
choose to add only select friends 
and better still, you can open 
Latitude on a browser and 
manually place your location. 
Which phones support Google 
Latitude? It works on the 
iPhone, all colour BlackBerry 
devices and most Symbian 

S60 phones (all mid/ 

high-end Nokias). 


KUSHAN MITRA 
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Asia Races Ahead 


More and more Asian companies are sponsoring sporting 
events, clubs and teams in “First World” countries. 


§ CRISIS-RIDDEN COMPANIES 
Pinus Europe and the us back 
out of sponsorship deals with top 
football clubs, Formula 1 teams 
and global events—financially bet- 
ter off Asian firms are stepping in 
and talking big money. And it’s 
not just Anil Ambani showing int- 
erest in buying the British football 
club Manchester City or the 
fraud-struck Satyam Computer 
Services becoming a major spon- 
sor for the 2010 and 2014 FIFA 
World Cups in South Africa and 
Brazil, respectively. 

The trend is catching on fast 
across India and rest of Asia. So, 
while Tata Consultancy Services 
(TCS) has been roped in by Ferrari 
for Formula One, liquor baron 
Vijay Mallya's Kingfisher Airlines 
(Fly Kingfisher) now sponsors Force 
India, at the F1 Grand Prix. More 
recently, Sahara India and finan- 
cial services firm Religare have been 
approached by soccer giants 
Manchester United for sponsorship 
after American International Group 
(AIG) decided to not renew its shirt 
sponsorship contract with Man U. 

Subhrangshu Neogi, Director 
(Brand & Corporate Communi- 
cations), Religare Enterprises, 
says: “Religare as a brand is 
always open to association with 
sports and is constantly evaluating 
opportunities to take the brand to 
the next level in sync with the 
group's plan to create a globally 
scalable business." 

The struggling US economy has 
only helped Asia's cause. In the 


Indian Presence 


Indian and Asian brands that sponsor 
international sporting events or teams. 


BRAND TEAM EVENT 
TCS Ferrari Fl 
Fly Kingfisher Toyota FI 
Fly Kingfisher Force India Fl 
Panasonic Toyota F^ 
Petronas BMW Sauber Fl 
Samsung Chelsea EPL 
Chang Beer Everton EPL 
Emirates Arsenal EPL 
LG Electronics Fulham EPL 
Kyocera Mita Reading EPL 
Satyam FIFA World Cup 


Sahara and Religare have been approached by 
Man U for possible sponsorship 


*Till 2007 “Presently 


Us, the recent IEG Sponsorship 
Report projected annual growth 
in sponsorship to be 2.2 per cent 
this year. This is down significantly 
from the over 11 per cent increase 
in 2008. Financially stronger Asian 
companies, therefore, are in dem- 
and and getting their logos on 
*first world" events and teams. 
Apart from Petronas (sponsor of 
the F1 team BMW Sauber) and 
Emirates Airways (sponsors 
Arsenal) others like Samsung 
(Chelsea), Chang Beer (Everton) 
and Kyocera (Reading)—are spon- 
soring English Premier League 
clubs. It seems that the Asian 
invasion in sponsoring world sport- 
ing events is no longer limited to 
just cricket. 

ANUSHA SUBRAMANIAN 


Up and Down with Satyam 


Mutual Funds' sale and purchase of Satyam shares in the last two 
months reveals an interesting pattern. 


S SATYAM COMPUTER” S CHAIR- rid of the stock. But, what did 
A B. Ramalinga Raju con- they do during December, when 
fessed to a Rs 7,000-crore fraud on Raju announced his plan to acquire 
January 7, mutual fund managers Maytas Infrastructure and Maytas 


were quick to get rid of the scam- Properties? In December, only 43 
tainted stock in their portfolios. of the 77 equity-oriented funds 
Only four equity-oriented either exited the stock or sold 
funds held 8 lakh shares off their partial stake, 
of the company as on among them uri Mutual 
January 31. According to Fund and Reliance 
the portfolio data pro- Capital AMC. 

vided by Value Research, Satyam Some fund houses, 
95 per cent of equity- however, attempted to 


oriented funds, which held 2.82 buy the stock as it fell sharply 
crore stocks in November, had from Rs 220-240 level to a low of 
exited by January. These numbers Rs 114. In all, 18 funds, including 
give an impression that MF man- those of HDFC MF and ICICI 
agers acted promptly in getting Prudential Mr, bought 88 lakh 

shares. As Raju confessed to 
Funds that exited Satyam when the traud, prices crashed to a low 
Satyam-Maytas deal was announced of Rs 16. Some fund houses like 

Sundaram BNP Paribas Mutual 


š 
%o Of No. of ~ ) i | 

Assets Satyam shares + i I rude ntial i E 

AJ Mutual Fund, in fact, were quick 

DEL ar saver in 19,309 to tell distributors that th V 

= NEUE O tell distributors ^ ev 

IDFC Classic Equity 3.43 294204 0: 

à FLSS Series! 2.85 ee did not hold any position in 

aliance ELSS Series : 99 958 : «XVI 

i m ~~ the beleaguered company. “We 
Reliance Regular 2.83 6,24,748 


were always uncomfortable with 
Satyam’s cash position,” says 
Nilesh Shah, Deputy Mp, 


Savings Equity 
UTI Opportunities 2.66 3 50 000 
UTI Mastershare 2.46 11,90.000 


—  ICICI Prudential AMC, summing 
NG Contra 2.31 9,998 up the general mood among 
bite ^ ง " u e - = J ; MF managers. 
เอ อ อ ร 0 0 Bé 0 1 RACHNA M. KOPPIKAR 


Funds that increased stake in Satyam when the 
Satyam-Maytas deal was announced 


% Assets No.of 7? Assets No. of 

Satyam shares Satyam shares 

HDFC Equity 1.15 11,50,000 2.64 41 50,000 
ICICI Prudential 0.83 3 34 407 3.15 20,07,640 
HDFC Top 200 1.60 12,15,000 2.29 27,15,000 
Sundaram BNP Paribas Select Focus 1.54 477,316 3.26 15 40 361 
ICICI Prudential Tax Plan 0.70 1,25.403 2.24 6 92 483 
HSBC Unique Opportunities 1.92 1 79 926 3.63 5,16,967 
ICICI Prudential Fusion S-III Retail 0.57 87,963 1.28 3,01,146 
HDFC Growth 2.34 785,000 1.95 9 85,000 
Data as on Novembr December 31 18 funds increased exposure to Satyam jurce: Value Research 
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Ravi Bajaj with his creations 


Fashion Takes a Beating 


The slowdown has claimed another victim: designers 
across India are reporting a drastic fall in orders. 


HE RICH AND THE FASHIONABLE 
jy feeling the pinch. And 
it is showing in the way they 
shop. Designers across India, 
however acclaimed and interna- 
tionally known they may be, are 
reporting a drastic fall in sales, 
especially as far as international 
orders are concerned. 

In a sharp deviation from the 
boom that one witnessed in the 
previous three years, exports had 
come to a near standstill in the 
last quarter of 2008, despite India 
now home to not one but three 
different fashion weeks. 

Most designers agree that over- 
seas business has been affected by 
around 50 per cent by way of can- 
cellations while reductions of up to 
25 per cent per consignment are 


Crashing Hopes 


Designers who have reported a fall of 
at least 20 per cent or 
more in the last 
quarter of 2008 


m Anita Dongre—50 
per cent (for couture) 


m Ravi Bajaj—50 per cent 
(during non-wedding season) 


m Raghavendra Rathore—10-15 
per cent (high-end lines) 


m Raakesh Agarwal—50 

per cent (overseas 

. cancellations) 

๒ mRahul Khanna & 
Rohit Gandhi— 20-25 

per cent (overseas 

cancellations) 
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being demanded by us-based buy- 
ers. Designer partners Rohit 
Gandhi and Rahul Khanna (of the 
brand Cue), for instance, have de- 
cided to withdraw from New 
York's fashion exhibitions which 
they took part in for two consecu- 
tive years. 

Says another designer Anita 
Dongre: “It would be better if we 
could bring all fashion weeks 
together and focus on trade 
instead." Echoing Dongre's senti- 
ments is fellow designer Ravi Bajaj. 
A designer who did not wish to be 
named admits: "In the third quar- 
ter last year, | did business worth 
over Rs 85 lakh. This time, 
despite the wedding season, | 
haven’t even done Rs 40 lakh 
worth of deals yet.” 

Says Bajaj: “Hosting three fash- 
ion weeks is no indication that the 
industry is seeing brisk business. It 
simply reflects that the industry is 
divided.” He says increase in sales 
only happened around the wed- 
ding seasons. Another blow for 
designers has been the trend of 
high-end retail brands going for 
large sales. Raakesh Agarwal ad- 
mits that the discounts offered by 
retail giants (of up to 70 per cent) 
is affecting business. Large-scale 
retail businesses are suffering, feels 
designer Raghuvendra Rathore. 
He says: “Large-scale retailers are 
suffering a 10-15 per cent fall in 
sales.” Clearly, the inventory is 
piling up and fashion houses can’t 
wait for the markets to look up. 

ANAMIKA BUTALIA 
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Orchid Stats 

m Karnataka has nearly 20 units for 
orchid cultivation spread over 2,002 

hectares of land 

m The cost per stem for orchids is 

| between Rs 2-10 (varies with variety) 

m The cost of farming is Rs 1 lakh per 

1,089 sq. ft. of land 


In Shimoga, farmers are cultivating 
a strain of orchids from the 
'phalenopnex' family (grown in 
pots), while Uttara Kannada spe- 
cialises in the cultivation of den- 
drodiums. Dendrodiums fetch be- 
tween Rs 4 and 6 per stem and a 
pot of phalenopnex fetches be- 
tween Rs 800 and Rs 2,750 for 
farmers. "Goa is the best local 
market as farmers get Rs 4 for a 
stem compared to 60 paisa in 
Bangalore," says an orchid trader. 

TEJASWI SHEKHAWAT 
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bt trend 


Is the Worst Over? Do we need a 


bailout? Should we cut prices? Whatwillbe ~- 


the profit growth next quarter? How many people still 
need to be laid off? How much can government help?... the level of 


uncertainty today is directly proportional to the number of questions in businessmen's mind. 

A McKinsey Global Survey, conducted between January 27 and February 2, 2009, among 
1,800 executives provides a peek into what companies around the world think about the 
economic future. The overall belief is that the current phase is the worst and things will not 
worsen further, even if the speed and extent of improvement is uncertain. Here are the specifics: 


The New Normal 


Most companies, respondents indicate, are still coping with 
the crisis by cutting costs, and many are also making more use 
of long-term tactics (such as restructuring) suggesting that 
they see the global economic turmoil as the new normal. 


% of respondents 


How are current economic conditions in How do you expect your country s 
your country compared with conditions economy to be at the end of the 
in early September? first quarter of 2009? 


Substantially worse 


46 21 
5 ๕ ๒ ๕ 11 ๕ อ 0 23 
เท ย 20 E: 


Moderately worse 
45 50 


cilc ao ไส ส ส แส ชะ 25 
ส ล ณะ า พ 1 


Jan. 2009, ก = 1 820 W Dec. 2008, ก = 2 017 BI Nov. 2008, n— 1,424 
ก = No. of respondents 


Managing the Crisis Company Expectations 


A higher proportion of companies are taking longer-term More executives expect their companies to 
actions such as restructuring to fight the downturn. shrink than grow in 2009 in terms of profits and 
workforce size; however, most have not changed 
prices and don't expect to. 
















What steps your company plans to take as a result of the global economic turmoil? 
| ——!——n ` 


Increase productivity EE of respondents 
Reduce capital investments 35 cxpe oriri A Hirst hall 0! 
Tope = wo T | SZU {Prot 


37 
Restructure Se 


Introduce new products/services to gain 36 
market share from weakened 600 ก 6 ก เส ว 


Hire talent that would not have been 22 
available otherwise EE 16 


Seek merger or acquisition opportunities manm. 


18 


Increase Don't Know 


Leave certain markets eman 
76 of respondents 


No steps 3 Jan. 2009, n — 1,820 
uA W Nov. 2008, n 1424 an. 200€ 1.820 Sept. ZUUS. n | 52; Lower Remain the same 


Increase hedging m? 





Government in Action 

tesponses indicate that, as bad as things are, they might 
yave been worse. Overall, 43 per cent of respondents say 
governments’ actions have helped. 


low, if at all, have governments actions overall so far affected the global 
!conomic situation? 


% of respondents 
Krall, governments’ actions have made the situation 43 
better than it would have been had they not acted. 





There's about an equal balance between 
government actions that have made the situation 
better and those that have made it worse. 





Werall, governments’ actions have made the situation 
worse than it would have been had they not acted. 


Governments’ actions have had little or on 
effect on the situation. 20 


Bi Jan. 2009, n— 1,820 








Infrastructure First 

Executives' support for infrastructure projects has expanded 
markedly since November, even more than the increase in 
support for tax rebates or other financial support. 


Role governments/key central banks should play: % of respondents 


Investment in infrastructure, other projects [ศศ ศศ" 
to support their 6 อ 0 ก 0 ก เถ 5 9 


Make it easier for companies to invest p 
in their countries 42 


Offer tax rebates/other financial ร 40 
support to businesses BENEEEEEENENENEN 33 


Offer tax rebates/other financial ww 38 
support toconsuner ไส ส 20 
(Sr ==, 
Coordinate interest rate changes wi M 


Intervene to prevent dramatic changes เก |o 32 
exchange rates of currencies ไส ส พ ว 1 


/ Make more funds availableto อ 1 
international lending institutions EE 1 
Nationalise companies as needed p" 10 
Not become more active in fiscal, zi E Jan. 2009, n = 1,820 
monetary policy 7 Bl Nov. 2008, n = 1,424 


Excerpted from a McKinsey Global Survey of 1,820 executives across all geographies and industries 
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“The time for 
talk is over, 
the time for 
action is now” 
Barack Obama, 


US President, to Agencies 





“To me, there is a necessity, once again, 
to revisit Gandhian economics with its 
emphasis on rural self-help and 
sustainable economic development. 
Anything contrary would be disastrous” 
Pranab Mukherjee, 


External Affairs Minister, in The Economic Times 


“If we are integrating with the 
world, we will benefit when the 
world goes up and suffer when 


the world goes down” 
Montek Singh Ahluwalia, Deputy Chairman, 


Planning Commission, in Business Standard 


“Tata Sons has enough stock of various 
group companies and will pledge shares if 
the need arises... the practice (of pledging) 
is as old as the hills. There is nothing new 
about it” 

Ishaat Hussain, Finance Director, Tata Sons, in 


The Economic Times 


“Tell me one business around the 
world in any sector that can deliver 
a 3,733 per cent return 
on investment In a year 
of operation, where 
the concept has not 
been tried or tested" 
Lalit Modi, 
Commissioner, Indian 
Premier League, referring to 
the sale of Rajasthan Royals, 
in The Economic Times 
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IT's New Destinations 


After Bangalore, technology is focussing on other Indian cities. 


HE CONCENTRATION OF FINANCE PRO- 

fessionals in Ahmedabad, the de- 
veloping hub for Islamic banking in 
Malaysia's Penang and rising medical 
tourism in the Tunisian capital Tunis 
are different developments that may 
also make these cities emerge as hot 


Mipur City 


THE CHOSEN ONES 


Ahmedabad: Produces a large number 
of chartered accountants and other 
finance professionals and cost of living 
is 30 per cent cheaper than popular 
BPO destinations in India 


Jaipur: Large pool of engineers with 64 
engineering colleges in and around the 
city. Proximity to New Delhi 


Nagpur: Apart from being an 
education hub, it is also developing 
infrastructure as a result of the 
Multi-modal International cargo 
hub and airport project 








destinations for information technology 
and business process outsourcing 
industries. Union Commerce Minister 
Kamal Nath released KPMG's report on 
new emerging destinations for IT and 
BPO destinations at the NASSCOM 
Leadership Summit in Mumbai on 
February 11. The report lists 31 cities 
globally that have the potential of 
becoming hot spots for the industry 
soon. Egidio Zarella, KPMG's global 
Partner in charge for IT advisory, was 
quick to add that this was neither a 
ranking nor an exhaustive list. "It just 
points out that there are so many in- 
teresting cities outside the most obvi- 
ous destinations," he said. 

The report does detailed work on 
the Indian cities identified—Jaipur, 
Nagpur and Ahmedabad—and lists 
their advantages and weaknesses. For 
example, the note on Ahmedabad men- 
tions the communal violence of 2002 
as well as the bomb blasts of last year. 
Zarella says that KPMG plans to do 
more detailed work on cities in India 
and China later this year. "We will 
come out with separate volumes on 
India and China, listing many more 
emerging cities in these two countries 
that will dominate the IT sector in 
future," he said. 

SUMAN LAYAK 





Noted 


RANKED: Mukesh 
- Ambani, CEO of Reliance 
Industries, as the third 
richest CEO by Forbes 
magazine, in a list of 10 
wealthiest CEOs. 





ANNOUNCED: The world's largest 
retailer Wal-Mart will go without its 
globally recognised brand name for 
business in India. Bharti Wal-Mart Pvt. 
Ltd., the 50:50 venture, will name its 
upcoming chain of cash-and-carry stores 
BestPrice Modern Wholesale. 
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CLOSED: Four city offices in 
Chennai, Bangalore, Kolkata and 
Hyderabad—by German air carrier 
Lufthansa, which also sacked 17 
Indian employees as part of restruc- 
turing of its 
network in 
India. The 
* Group, which 
. operates 22 
flights a 
week from these four metros, said it 
would continue to serve these cities 
through its direct sales team. 


COUNTERFEIT 





WARS 








THE CURRENCY F FACT OR 
India’ S per capita i income is 





money, Says. Dash: “A long-term 


solution is to give people some in- 
centive to use plastic cards and 
make cashless transactions." 
Another problem is the 
denomination of its currency. In 
the United Kingdom, the maxi- 
mum denominated currency is 
£50, while in the United States it is 
$100. A higher denominated cur- 
rency makes it easier for counter- 
feiters to move currency and 
affect the economy more. Should 
the government do away with 
higher denomination notes? Says 
Dash: "It can help decrease the 
intensity of the problem." 


CLIFFORD ALVARES 
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protiviti 
Risk & Business Consulting. 
Internal Audit. 





23 Countries | 70 Offices | 3.300 Professionals 


Global leader in Corporate Governance Advisory, 


Business Consulting and Internal Audit 


Protiviti's clients include more than: 


35% of all Fortune 100 companies 
25% of all Fortune 500 companies 
20% of all Fortune 1,000 companies 





Protiviti is a global business consulting and internal audit firm composed 
of experts specializing in risk, advisory and transaction services. The firm 
helps solve problems in finance and transactions, operations, technology. 
htigation, governance, risk, and compliance. Protiviti's highly trained, 
results-oriented professionals provide a unique perspective on a wide range of 
critical business issues for clients in the Americas, Asia-Pacific, Europe and the 


Middle East. 


Our Offices in India 
NCR ¢ MUMBAI ¢ BENGALURU 
/ 


For more information, contact : Sapna Rawat +91 98182 04041 or email at sapna.rawata protisiti.co.in 


or visit www.protiviti.com 
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Seen Clea rly, 
Delivered Objectively. 


At Protiviti, we know that effective internal auditing comes from clear and 
objective information. We provide unbiased expertise that will identify your 
organization's key needs and opportunities. You'll receive an outsourced or 
co-sourced internal audit solution, customized to your needs, backed by our 
proprietary tools, established methodologies and experienced professionals. 

The result? 


A sustainable. effective internal audit program that creates value for your enterprise. 


Our Business Solutions 
Internal Audit 
Business Operations Improvement * CIO Solutions * Enterprise Application Solutions. 
Enterprise Information Management * Finance Transformation 
Financial Risk Strategy and Management * Governance, Risk and Compliance 


Litigation, Restructuring and Inv estigative Services 
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protiviti’ 
Risk & Business Consulting. 
Internal Audit. \ 


For more information, contact : Sapna Rawat +91 98182 04041 or email at sapna.rawat/a protiviti.co.in 





or visit Www. protiviti.com 
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world's most 
Os in December 


India's and the 
talked-about CE 





January exemplified the contrarian value the CEO pack represents 
and the high levels of interest in their performance. Some 
leading CEOs for the month were in the limelight due to con- 
troversies. While in India, Satyam's former Chairman Ramalinga 
Raju s fall from grace was front-page news, in international 
media Merrill Lynch's former boss Thain was accused of giving 
out huge bonuses amidst signs of financial hubris. 


CEO of the Month 


Satyam's Ramalinga Raju continued to be the most written about CEO for the month with 
the count of stories jumping to 404 from 110 in December. Sharing business progress with 
media and, in turn, stakeholders was the key mandate for CEOs in media. ICICI Bank's 
Chanda Kochhar, the most favourably reported CEO for the month, featured in Fortune 
magazine's list of the 50 Most Powerful Women in Business and Barron's list of the 
World's 30 Most Respected CEOs. 


Most Written About Indian CEOs 










TOP 10 INDIAN CEOs . HOW THE MEDIA TREATED THEM 
| RRau 18 
a 76 D. Parekh B 95 
เต ชา ร ณะ Rama Rau บ ลา 
เต เก ชง AM. Naik MN 33 
RETESTED nosys 27 S แล เก ต ก ร ก 100 
25 V. Malya Ml 92 
EEE 24 | KV Kamath 100 
(SET e Group 20 K. Biyani 100 
» ELI 17 S. Ramadorai 100 
E ammm ท C. Kochhar ไส พ พ 88 
Figures are no. of appearances Figures are in per cent E Favourable Neutral Bil Unfavourable 





















TOP 10 GLOBAL CEOs HOW THE MEDIA TREATED THEM 
Chanda ส น น่ น น 13] K. Lewis 100 
Kochhar V Pandit 135 V Pandit [1 99 
123 S. Jobs 12 96 2l 
CA  Lnanli 99 
เณ ฑา ฑา A Miller |! 9 
เก ฑา ก S. Ballmer 100 
LW Buffett/Berkshire 59 W. Buffett 100 
เกา รา เณ กก ร ระ I. Dimon 100 
เส ศก C. Bartz Wi 6 94 
EI he Bank 44 ! Ackermann 98 21 
Figures are no. of appearances Figures are in per cent W Favourable Neutral Bil Unfavourable 


No. of publications tracked: 25 Source: CARMA International 
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Losing Grip 


By its own admission, the UPA presided over the best 5-year period of the Indian 
economy. But why doesn't its financial management reflect this dream run? RISHI JOSHI 


"Under the FRBM Act, I am obliged to wipe out the 
revenue deficit by 2007-08. However, the NCMP has 
proposed that we do so by 2008-09. In my view, 
2008-09 is a more credible terminal year; it will also 
coincide with the term of this Government...” 


The Inheritance and the Legacy: The UPA government 
inherited an economy that was ready for a take-off. Its legacy 


isn't going to be that good. 
















TAX REVENUE FISCAL DEFICIT 
16.82 T 20.10 | "€ 
Wü AN Nas | 
N 
> 4.5% 
a = 2003-04 
<= R 
s Ñ 
Collections grew with falling tax rates and 


simplified structures, but the downturn 
could deal a blow next year 


SUBSIDY 


45.12 


356 16.81 
19.46 


3.29 





Subsidies ballooned out of control, leaving © Heavy-duty social schemes coupled with 
the Govt. with little manoeuvring space for — food and fuel subsidies meant 

major downturn-specific pump-priming expenditures were never under control 
*Estimate IB Figures in Rs '000 crore 
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2006-07 


For the first time ever, India grew at 9%-plus 
for three consecutive years, but the global 
downturn is now telling on growth 


พ Figures in per cent 


ERMINAL, INDEED. WHEN P. CHIDAMBARAM 

made this grand promise as Finance Minister 

in the UPA government's first Budget in 

2004-05, little did he know that his largesse 
in the closing years would leave the nation's finances 
in a terminal state, with an unexpected global crisis 
only adding to the damage. 

The interim Budget presented by Acting Finance 
Minister Pranab Mukherjee on February 16 turned out 
to be a let-down of sorts. Sure, an interim Budget 
cannot roll out big policy initiatives, but then it were 
ministers of the UPA government who had been talking 
of yet another stimulus package—stoking 
expectations of some "action" among businessmen 
battling with the global meltdown. 

Mukherjee referred to the previous two stim- 

ulus packages already unveiled by the UPA and 
admitted that “... in the days of 
financial stress, tax rates must fall." But he 

left it to a new government after the 
elections to take a call on further fis- 
cal measures needed to boost the 
economy. Predictably, industry 
was disappointed. Says 
Chandrajit  Banerjee, 
Director General, 
Confederation of 
Indian Industry (cn): 
“We expected 
more from the 
Budget given 
the pre- 





3.4% 


Source: Economic Surveys, Union Budgets 
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UPAS FIVE BUDGETS 


Going by the proposals of the UPA's five Budgets—minus the 
Interim one—it's clear that the government's reform zeal had 
started to wane after the second Budget. 












*Revised estimates MISSION STATEMENT: Outlining the priorities of the UPA 
" ** Budget estimates government, the first Budget promised a "change in national 
priorities" with a thrust on social sector schemes. Key proposals 
5 595** BUDGET “included raising the FDI cap in telecom, civil aviation and insurance 

First: the UPA put the FREM ç 2009-10 2004-05 and introduction of a 2 per cent education cess. 

ta hold, then di | 

eon wa “ah m. TAX REFORMS: A comprehensive set of tax reforms intro- 
a mess of the fiscal consolidation duced. Personal and corporate income tax rates were reduced, 
peak rate of customs duty was cut and excise duty rates were 
vailing economic downturn." BUDGET reduced on several items. A new lot of fresh services were 


To be sure, the government's recent efforts 2005-06 — brought under the tax net. 

to stimulate the economy have already severely | 

hit its finances. Fiscal deficit, a measure that SPENDING SPREE: Announcing the continuation of the "assault on 

tells if the government is spending within its poverty and unemployment’ in 2006-07, these two Budgets offered 

means, was to come down to 2.5 per cent of GDP BUDGET — sence. Lous ae eae rasp eye 
-P r | ing w 

this fiscal, but will now widen to 6 per cent 2906.07 ensure e ukum mika oullaye—somelhing thet Chidenberem 


~ - & | | 
= > ต ร parches. IRS rides 2007-08 had promised to ensure in the 2005-06 Budget speech. 


ures to boost the economy. The revenue deficit 


is forecast to increase to 4.4 per cent of GDP THE MOTHER OF ALL STIMULUS PACKAGES: The comerstone was 


during 2008-09, against 1 per cent the Rs 60,000-crore debt waiver for farmers, which was expected to 
estimated in the Budget. benefit about 3 crore farmers. For the aam admi, there was the 


Obviously, there is not enough money left in — gypggr award of the 6th Pay Commission—these, combined with measures 
the coffers to pump-prime the economy any — 2008-09 to combat the global meltdown, undid all fiscal correction. 
further. But it would have helped if the gov- a ci 
ernment had given some account of how the 
money spent so far has been used. Many grand 
schemes, like the National Rural Employment 
Guarantee Plan, the Rs 60,000-crore farmer 
loan waiver and the rural roads scheme, are 
already working as a stimulus. It's just that the 
government has not given any detailed account 
of the outcomes of these outlays. 

The government did announce several 
boosts for infrastructure funding—the need 
> of the hour—claiming that 50 infrastructure 

projects worth Rs 67,700 crore have been 
given in-principle or final approval in recent 
months. It said the India Infrastructure Finance 
Company will raise Rs 30,000 crore from 
market in the next financial year. 

But there was no mention of what would 
drive the action on the ground. As Rajiv Kumar, 
Director & Chief Executive, ICRIER (Indian 
Council of Research in International Economic 
Relations), pointed out: *The government should 
have announced a time-bound plan for com- 
pletion of infrastructure projects.” 

Economists like Shubhada Rao of YES Bank say 
the government had few options. *The last year 
was very difficult and there's little the government 
could have done to rein in the deficit. It’s broadly 

j in line with expectations,” Rao says. 
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The Omerta Followers 


India Inc. sees a spate of resignations of independent directors, but 


mum’s the word for them and company managements. TEJEESH N.S. 


HEN QUIZZED ABOUT HIS 

reasons for quitting as 

independent director 
from the board of Piramal- 
controlled real estate developer 
Peninsula Land, Hemendra Kothari, 
Chairman, psP Merrill Lynch, 
begged off from speaking to BT, cit- 
ing a busy schedule and business 
commitments. Of course, he’s not 
the only one to have quit the board 
of a company—over 100 ind- 
ependent directors have done so 
after January 7, 2009, indicating a 
trend that could be directly related 
to the fallout of the Satyam scam, 
where the role of independent dir- 
ectors came under intense scrutiny. 

“It would be wrong to associate 
Kothari’s resignation with the 
Satyam scam. He had already ind- 
icated his intention to leave the 
board in October 2008 due to his 
own professional commitments,” 
contests Rajeev Piramal, Vice 
Chairman, Peninsula Land. 
Perhaps, as Piramal asserts, the 
timing of Kothari’s resignation was 
entirely coincidental. 

With corporate governance 
issues coming under the scanner— 
and with that the role of 
independent directors being 
debated—the independents are 
understandably cagey about 
continuing in owner-driven 
companies. “After the Satyam scan- 
dal, no one wants to take a risk as 
there may be some hidden skele- 
tons. Besides, you must understand 
that independent directors could 
be unaware of some promoter- 
driven initiatives as they attend only 
a few meetings in a year,” points out 
P.R. Agarwala, Chairman, Rupa & 
Company, a Kolkata-based hosiery 
manufacturer, who recently quit as 
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an independent 
director from the 
board of Khaitan 
Electricals within a 
month of joining. 
He’s coy about his 
own reasons for 
resigning. 

Seventy-five-year- 
old T.K.K. Bhagwat, 
erstwhile independent 
director on the board PRS Ol 
of Pune-based realty อ ง โต 
outfit D.S. Kulkarni 
Developers, typifies wankaq 

pers, typ US Ragha 

the apprehension that "em 
has gripped his tribe 
that has enjoyed the 
financial perks and 
benefits of being Mi ign 
associated with India Sperma 
Inc. Clearly uncom- eR 
fortable about speak- 
ing to the media, 
Bhagwat hedged his 
reason for quitting 
and even his tenure. 
"| was there for 4-5 
years and left for per- 
sonal reasons. As ind- 
ependent directors, we join when 
we feel like and leave when we feel 
like,” he says. The company’s CMD, 
D.S. Kulkarni, was unavailable for 
comment despite repeated attempts 
to contact him. 

Most independent directors 
BT spoke to claimed that they were 
on the board as the promoters were 
friends. While Piramal introduced 
Kothari as an old friend and asso- 
ciate of the Piramal family, Agarwala 
of Rupa alluded to his friendship 
with the Khaitans. Which certainly 
begs the question: is friendship the 
main criteria for getting a 
plum seat on a company board? 
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THOSE WHO 
BAILED OUT 


Some notable quitters. 
JET AIRWAYS 


ELOPERS 


BEHL 


Real estate com- 
panies, of course, 
feature promi- 
nently in the 
list of “quitters”. 
Bangalore-based Sob- 
ha Developers has 
seen the resignation 
of an independent 
director, N.S. Ragha- 
van, Founder and 
Joint Mp, Infosys, 
and Founder of 
Nadathur Holdings 
and Investments. 
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KHAITAN ELECTRICALS 
P.R. Agarwala, Chairma 
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D.S. KULKARNI DEVELOPERS 





“Raghavan is getting 
out of all his busi- 
nesses and needed 
time for that,” points 
out J.C. Sharma, MD, 
Sobha Developers. 
Sharma adds that 
there never has been 
l an incident during a 
board meeting when 
the independent di- 
rectors voiced oppo- 
sition to any man- 
agement Initiative or 
decision. Raghavan, 
for his part, could not be contacted 
with his office informing that he 
was out of the country. 

Of course, while there have been 
some high-fliers who have quit as 
Independent directors recently— 
these include P.R.S. Oberoi, 
Chairman, EIH, who resigned from 
the board of Jet Airways—there 
are a number of penny-stock com- 
panies who have been afflicted by 
the trend. But what unites all of 
them is their reluctance to discuss 
their reasons for quitting. As is 
now well-documented, the penalty 
for breaking the omertà was a 
swift execution. 
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H.K. RAJASHEKAR 


... We have already defaulted on salaries. We are on extra time. Just persistence is 
allowing survival," is how R. Subramanian describes affairs at Subhiksha today. 


HEN YOU HAVE THE 
Founder and Promoter of 
India's first discount ret- 


ailer in the organised segment talk- 
ing like this, you know that things 
have become desperately bad. The 
company has no cash in its coffers; 
majority of its stores across the coun- 
try are shut; 95 per cent of its em- 
ployees—it has 4,500 staff on the 
rolls and another 10,000 on con- 
tract—have gone on leave without 
pay from December 1, 2008; and its 
top management team has also aba- 
ndoned the ship. In short, business is 
on the brink of going under. 

But Subramanian, 42, is himself 
to blame for the mess. He was at his 
conservative best when he studied 
the retail sector for eight years after 
establishing his enterprise and opted 
for a slow and steady growth. But he 
forgot the lessons learnt when he 
went in for a nationwide 
expansion. Between Sept- 


RECIPE FOR DISASTER 


took place when both property and 
people costs were at their peak. As 
a discount retailer, his margins were 
lower than most, though he tried to 
make good through volumes. This 
could have, perhaps, worked if it 
were not for the huge debt-equity 
imbalance in the balance sheet— 
Subhiksha has equity of Rs 32 crore 
and debt of Rs 750 crore, which 
has grown steadily since 2005. In a 
falling market within a recessionary 
scenario, debt servicing becomes 
difficult as lenders tighten their 
belts further. 

It's not as if Subramanian did 
not try raising capital in the interim. 
At least, two IPOs (initial public off- 
ers) were aborted—one in 2005 
when he felt that he could get better 
valuations if he expanded more. 
Talks of IPO continued through 2006 


and looked as if it would fructify 


in November 2007. He finally att- 
empted one in 2008 through a rev- 
erse merger with a listed entity, Blue 
Green Constructions and Invest- 
ments, on the Madras Stock 
Exchange wherein the merger had 
very little cash outgo and actually 
made sense. But it was too late. The 
market that had crashed in January 
only headed southwards. 
Today, the company has dues of 
Rs 85 crore with an interest outgo 
of Rs 9 crore per month. But 
Subramanian is not giving up yet. 
"We need Rs 300 crore to kick- 
start operations," he says. Of this, 
Rs 200 crore would be needed as 
working capital, Rs 15 as contin- 
gency and the rest to clear the dues. 
The company has already exited 
90 stores, and almost all the rem- 
aining are closed. On a positive 
note, he adds: “We have found a PE, 
and will hopefully get a 
banker when the corporate 


ember 2006 and Sept- | | ... and a debt restructuring exercise 
ember 2008, the number Frenetic expansion... skewed debt- is completed." 

of stores grew from 150 in 1,665** equity ratio. As an entrepreneur, 
Tamil Nadu to 1,665 nat- 790 Subramanian would not be 


ionwide. The turnover 
rose from Rs 330 crore in 
2005-06 to Rs 833 crore 
in 2006-07 to Rs 2,305 
crore in 2007-08 and is 
nudging close to Rs 4,000 


150* 
Sept. 





Sept. 
2006 2008 


2,305 


833 
330 














averse to quitting an enter- 
prise if it could not compete, 
fund or grow. “But the mar- 
ket is so bad that it’s not a 
sane time to exit. So, slogging 
with the bus is the only way 


his Racal 2005-06 '06-07 '07-08 2008-09 ^ í LS he Say 
crore this isca ๑ j Wm No. of stores | mm Turnover *Projected mm Equity MN Deb! orward, € Says. 
But this expansion “In lami Nadu **Nationwide — Figures in Rs crore Figures in Rs crore NITYA VARADARAJAN 
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Why Pledging Got a Bad Name 


Borrowing funds against shares for the purpose of enhancing shareholder value may 
be noble, but why weren't promoters being transparent about this? VIRENDRA VERMA 


AST FORTNIGHT, WHEN AT LEAST 
100 companies had disclosed 
that they had pledged their 
holdings, the debate wasn't cen- 
tred around which head honchos 
had used their shares to raise funds, 
but rather on which ones hadn't 
yet revealed this information to 
the stock exchanges. After all, but 
for a handful of high-profile con- 
glomerates, virtually every pro- 
moter of India Inc.'s elite compa- 
nies has admitted to pledging shares 
for many years now. The most 
popular end-use of the funds raised 
was either to increase the pro- 
moters' stakes in their respective 
companies or to give additional 
guarantees to financiers (especially 
banks) for loans taken. 
Companies in which shares are 
pledged are looked at with disdain 
these days on Dalal Street—partic- 
ularly after it came to light that the 
disgraced B. Ramalinga Raju, 
Promoter of Satyam Computer 
Services, had kept a chunk of his 
holding with lenders. For instance, 
the stock price of media & enter- 
tainment firm UTV Software declined 
sharply after one of its promoters, 
Ronnie Screwvala, disclosed that 
most of his holding in the company 
was pledged. Similarly, ink maker 
Micro Inks' share price declined 
when the German promoter MHM 
Holdings said its entire 70.5 per 
cent share is pledged. Asian Paints 
suffered a similar fate. 
But, does pledging really deserve 
a bad name? One argument in fav- 
our of promoters is that they know 
what's best for companies that they 
themselves have built from scratch. 
So, when pledging their shares, they 
will be careful about not getting 
into a position whereby they lose 
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PLENTY 
AT STAKE 


Highest percentage of 
promoters shares’ pledged. . 


Micro Inks 


T 


49.7 








Kamat Hotels 





47.09 
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46.89 
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Š vi. top 10 promoters' shares 
edge 






%5 of Total 




















Shareholding 

TCS 11.14 9,098.49 
Tata Power 14.59 2,594.19 
Tata Teleservices 

Maharashtra 49.7 2,163.80 
Tata Steel 13.19 1,898.60 
Tata Communications 10.53 1,320.30 
Asian Paints 14.98 1,137.32 
Dabur India 9.25 729.10 
Zee Entertainment 11.53 577.35 
Tata Motors 8.15 514.10 
Dr. Reddy's Lab 6.19 478.58 
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control of the company. Also, the 
funds they're borrowing are ost- 
ensibly for their companies' good— 
either for an expansion or to fund 
acquisitions. Tata Power and Tata 
Sons (the promoter of key Tata 
companies) disclosed that they 
pledged shares of Tata Teleservices 
Maharashtra for providing security 
for borrowings of the telecom com- 
pany. These funds would go into 

expansion of telecom network. 

“Banks usually hypothecate 

assets, land building or personal 
assets of promoters while disbursing 
loans to the companies. The share 
collateral gives an added comfort to 
the bank and it's usually not 
co-related to the amount of loan,” 
says a senior executive at a Mumbai- 
based PSU bank. 

The flip side of promoters' app- 
arent eagerness to create share- 
holder value by borrowing against 
their shareholding is that the exercise 
is fraught with danger, particularly in 
a falling market. Also, there have 
been occasions when promoters have 
been buying shares from the open 
market to ‘support’ their stock price 
with money raised from pledged 
shares. But this can backfire when 
financiers decide to sell the pledged 
shares if the stock falls before a cer- 
tain level or if the promoter is not 
able to bring in additional shares— 
a ‘top-up’ in finance jargon—to 
make up for the difference caused by 
the erosion in price. The initial obj- 
ective of jacking up the price will be 
swiftly countered by lenders off- 
loading and even by unsympathetic 
traders, who would be wondering 
why the relevant disclosures weren’t 
made at the time of pledging. 

ADDITIONAL REPORTING BY 
RACHNA M. KOPPIKAR 
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Taking Guard in 
a Downturn 


Pay top dollar for the 
E best, and go easy on 
£ the rest—that seemed 


E 
แว 
r 
— 









e 

Ee 
T. 
co 
— 














“j to be the motto at the 


D 

9 | 4 
fì 
A" 
rj 
š 
ง จา 
`. 


“a 
Top 10 Season | Players 


AN THE SHORTEST VERSION 

of the game of cricket— 

and arguably the most pop- 
ular— prove an antidote to the 
downturn blues that have spooked 
urban India? Or has the game itself 
become a victim of a sputtering 
economic engine? Last fortnight, 
when auctions began for players 
for the second series of the Indian 
Premier League (IPL) that's set to 
begin from April 10, the signals 
were mixed. True, Vijay Mallya, 
the owner of the Royal Cha- 
llengers, and the India Cements- 
owned Chennai Super Kings (CSK) 
were liberal with the purse strings, 
coughing up record-breaking sums 
for two English cricketers. But the 
action down the line wasn't that 
electrifying. 
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season of the Indian 


ANUSHA SUBRAMANIAN 


Harbhajan Singh 
Chris Gayle 


Figures in $ 


player auctions for 
the second 


Premier League. 











850,000 













If you compare the top 10 bids 
of last year and those of this year, 
the difference between the two is a 
cool $2.42 million. Last year, Chris 


STUMPED IN A SLONDOWN? 
Many players remained unsold. 





IPL Season I| IPL Season | 
bid for 50 80 


Highestwinningbid — $155mn —  $l15mn 


Lowest winning bid — $50,000  $100000 
Highest spendingteam $160mn 46.07 mn 
(CSK) (KKR) 


No. of 


Lowest spendingteam $121mn $2.92 mn 
(KKR) (RR) 


No. of unsold 33 2 
RR: Rajasthan Royals; KKR: Kolkata Knight Riders; 
CSK: Chennai Super Kings 









eason Il Players 


Top 1 


Gayle was the 10th most expen- 
sive player, with a bid of $800,000. 
For the second season, Jesse Ryder, 
who is at #10, could attract just 
$160,000. From a pool of 50 crick- 
eters, only 17 were picked, with 
33 remaining unsold. In the inau- 
gural season, only two players out of 
80 remained unsold (this, however, 
may not be strictly comparable as 
the first season was when teams 
formed for the first time, and teams 
had little choice but to bid). Clearly, 
cash conservation was the mantra, 
with the eight teams in the fray 
spending just $7.5 million of their 
total auction kitty of $13.95 million. 

But there was money streaming 
into the IPL from other directions. 
Raj Kundra, a London-based ent- 
repreneur and business partner of 


starlet Shilpa Shetty, put up Rs 77 
crore for 11.7 per cent stake in last 
year's champions, Rajasthan Royals 
(RR). Says Manoj Badale, Chairman 
and Joint Owner, RR: “The selling 
of a stake is a part of our long-term 
strategic approach to build the 
Rajasthan Royals into a global sports 
brand. This investment enhances 
the off-field commercial potential of 
a brand that is already recognised." 
The franchisees, for their part, 
are moving full steam ahead with 
their marketing and promotional 
plans. Mohit Burman, Co-owner 
of Kings XI Punjab, says: “We have 
set aside approximately Rs 3 crore 
as our marketing budget for the 
second season (last year's budget 
was Rs 4 crore). This season we 
are more focussed on promoting 
the team in all our catchment areas 
such as Himachal Pradesh and J&K.” 
Revenue streams are also being 
maximised, RR and CSK are banking 
big time on their fan clubs. The lat- 
ter pockets a membership fee of 
Rs 1,000 per member to King’s 
Club, and claims to have 3,000 reg- 
istered members so far. Similarly, RR, 
which has set aside $3 million 
(roughly Rs 15 crore) for marketing, 
recently launched a five-tier Royals 
Army fan club membership pro- 
gramme; the programme has five 
fan categories: 
Maharaja Club, 
Captain’s Club, 
Royal Lions 
Club, Royal 
Bugles Club and 
Young Royals 


m- | 
E -s 


Kings XI Punjab s Mohit Burman (L) and RR s Amit Badale: Viovi 


Club, with membership fees ranging 
between Rs 2,500 and Rs 1.5 lakh. 

The Rajasthan Royals have also 
chalked out extensive licensing and 
merchandising plans that will cover 
not just India but also the Us, UK 
and Australia. The team has started 
selling its merchandise online 
through its official website. The 
prices for the various products 
range between Rs 1,000 and 
Rs 1 lakh. The company is looking 
at partnerships in different cate- 
gories like consumer goods, linen 
and kids products. 

So, will the IPL prove an effective 
foil to the economic downturn? 
Lalit Modi, Chairman, IPL, is opti- 
mistic. ^The inaugural season helped 
prove that India can sustain a fran- 
chise-based model in sports, and 
quite profitably," he says. Adds 
Rakesh Singh, Marketing Head, 
India Cements: “The first year was 
too short a period for IPL and for the 
franchisees. This year, will defi- 
nitely be better for us. Many adv- 
ertisers who were not even looking 
at sports as an avenue are now look- 
ing at this league for advertising 
and sponsorships." 

Indeed, brands like PepsiCo 
are getting associated with the 
league for the first time this season. 
Sandeep Singh Arora, Executive 
Vice President (Marketing), 
PepsiCo India, says: *PepsiCo rem- 


Cash in Hand 
$ million 


ains extremely interested in acti- 
vating and being present in IPL 
and we are currently in discus- 
sions with some IPL franchisees 
regarding possible associations.” 
Pepsi, say IPL sources, has finalised 
a tie-up with CSK. 

As part of its merchandising ini- 
tiative, CSK has once again teamed 
up with its licencees, Reebok and 
Peter England, for sportswear and 
formal apparel under the CSK umb- 
rella. Furthermore, the franchisee 
has roped in new merchandising 
partners, including Future Group, 
which would be creating a range 
of products from toys to casual 
wear. Aircel continues with the team 
as a sponsor. Other franchisees 
are working overtime to tie-in 
their sponsors. April 10 is some 
time away, but the big hitting has 
already begun. 

Superstar Shah Rukh Khan and 
former Indian cricketer Saurav 
Ganguly have announced a talent 
hunt to choose new cheerleaders 
for KKR; the whole process will 
become a television show called 
Knights & Angels to be aired on 
NDTV Imagine. CSK has already 
stitched deals with sTAR Vijay for 
two reality shows/ talent hunts— 
Chennai Super Kings Juniors (CSK 
Juniors) and Chennai Super Kings 
Cheerleaders (CSK Cheerleaders). 
CSK captain M.S. 
Dhoni will be sup- 










porting these 
shows—and no 
doubt bowling 


maidens over. 
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Spicing Up a Dull Market 











A handful of low-priced, low-volume stocks saw their prices spike up 
sharply for no apparent reason. What was at work? VIRENDRA VERMA 


FEBRUARY FERVOUR 


Orbit Corporation 
๑ น 


T WAS A CURIOUS COINCIDENCE 

that baffled market observers. 

In the three days, following 
B.K. Modi's announcement on 
January 29 of his intention to buy 
the crisis-ridden Satyam Computer 
Services, the share price of Spice 
Communications shot from 
Rs 26.35 to Rs 86, rising by more 
than 200 per cent. What was the 
connection? What had Spice to do 
with Modi? Hadn't he sold it to 
Idea around mid-2008? 

But there were other low-priced, 
low-volume stocks that were in a 
spate around the same time. Wire 
and Wireless India, a part of the 
Zee Group, jumped almost 60 per 
cent in a single trading session. Real 
estate firm Orbit Corporation rose 
40 per cent in a single day. Dish TV 
and shipping firm Mercator Lines, 
too, saw their stock prices jump 
20 per cent in a single day! 

So, why were these stocks show- 
ing such exuberance? "It is just 
manipulation. With only 1 per cent 
of floating stock (of Spice Comm- 
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unications) in the market, it is very 
easy for someone to jack up the 
stock price,” says the head of 
research of a broking firm, req- 
uesting anonymity. The regulator, 
SEBI, according to him, would not be 
too keen to take action in such cases 
as the public holding is just one per 
cent. In such a situation, stock exc- 
hanges should intervene and disal- 
low derivatives in companies that 
have low floating stocks. 

But a more plausible explanation 
for the sudden bullishness in several 
stock counters could be short cov- 
ering (buying shares that had been 
sold earlier) by traders ahead of the 
March deadline when some 
15 stocks will cease to trade in the 
futures & options (F&O) segment 
due to low trading volumes. In fact, 
all the stocks mentioned here are 
traded in the F&O segment on the 
BSE or the NSE or on both. 

Another factor that may have 
contributed to the rise in the prices 
of many stocks is the upward revis- 
ion in the lot sizes of derivatives 


Core Projects 





contracts from March onwards in 
order to bring the value of a lot to 
Rs 2 lakh or close to that level, spe- 
cified by SEBI. Given the incessant fall 
in the stock prices since 2008, the 
value of a single lot of many deri- 
vatives contracts has fallen to 
Rs 50,000 or below. The only way 
the value of a lot can be restored to 
the Rs 2 lakh level is by increasing 
the number of shares in a contract. 
This will, on average, increase the lot 
size of contracts by 3-4 times. In 
October 2006, the lot sizes had to be 
reduced due to rising stock prices. 

“We have been asking our 
clients to either square-off their 
positions in such stock futures or 
pay additional margins,” says a 
dealer with a domestic broking firm. 
For instance, the lot size in the Wire 
and Wireless contract will increase 
from 3,150 shares to 25,200 shares 
for the March contract. This means 
that investors who continue to hold 
the contract for March will have 
to pay more margin money for the 
additional shares. 


What better place to 
put your money 


than your own home. 


Talk to us today about buying a home. 


If you've been dreaming about buying a home for your family, we can help put your name on the door. 


Talk to us. We are here to listen, and you can use our expertise to take the right decision. Count on us 
for guidance on legal and technical matters, property search and home loans. We've helped over 


3.2 million families across the country buy their dream homes. We'll be glad to be with you right through. 





HOME LOANS 
SMS: HDFCHOME to 56767 WITH YOU, RIGHT THROUGH 


Also available Housing Loans on Second Mortgage for Government and PSU Employees, customized to suit your needs 


AHMEDABAD: Tel: 6630 7000. BANGALORE: Tel: 4118 3000. BHOPAL: Tel: 443 3333. BHUBANESWAR: Tel: 253 4335/4555. 653 2020. CHANDIGARH: 
Tel: 398 9123. CHENNAI: Tel: 2859 9300. COIMBATORE: Tel: 430 1100, 439 9881-82. GUWAHATI: Tel: 266 6000/6915/6795. HYDERABAD: Tel: 6647 5001 
INDORE: Tel: 443 3333, 422 3300. JAIPUR: Tel: 98750 88888, 515 0888. KOCHI: Tel: 93877 66666, 301 1200. KOLKATA: Tel: 2321 5060. LUCKNOW: Tel: 398 9123 
MUMBAI: Tel: 6663 6000. NAGPUR: Tel: 256 6000. NASHIK: Tel: 660 6000. NEW DELHI: Tel. 4111 5111 PUNE: Tel. 2550 5000. THIRUVANANTHAPURAM: 
lel: 325 5000. VADODARA: Tel: 230 8400. Conditions apply Network HDFC2292-08 
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Falling prices and a high interest 
burden caught up with Unitech. 


When Promoters 


Cry Foul 


Managements blame bear cartels whenever their 
companies' stocks get hammered. BT looks at the 
psychology behind it. VIRENDRA VERMA 


June 2006: Real estate firm Unitech 
stock price rises from below Rs 1,000 
in January to over Rs 12,000 by 
May end. Reason: rising real estate 
prices, a liberal 12:1 bonus and a 
5:1 stock split. 

October 2008: Unitech's stock 
falls nearly 60 per cent during the 
month in the wake of falling real es- 
tate prices and fear of a liquidity 
crunch being faced by the company. 


HE TWO SCENARIOS DEPICT THE 

| extreme manner in which 
stocks move in bull and bear 
markets. But these are also signifi- 
cant for the way in which company 
managements behave in such situa- 
tions. In 2006, when Unitech stock 
was scaling jaw-dropping heights, 
the company’s management did not 
deem it fit to declare reasons for its 
dramatic surge. But, when in 


Concerns of inflated profits spooked 
Educomp's investors. 





1,837.75 
Feb. 11, '09 
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October 2008, its stock price fell 
more than 50 per cent in just a day, 
it promptly blamed a bear cartel 
for spreading rumours against the 
company and said it would lodge a 
complaint with the Securities and 
Exchange Board of India (SEBI). 

Similarly, icici Bank and 
Educomp Solutions kept mum 
when their stock prices were soaring 
inordinately during the bull run but 
cried foul when they got hammered 
during the recent meltdown. 

Why do companies behave so? 
The answers are simple: rising share 
prices help managements raise funds 
through equity. So, for instance, 
when a company's stock price dou- 
bles in a month, it would have to 
sell only half the number of shares 
for the same amount of funds to 
be raised. High stock valuations 
also come in handy during merger 
and acquisitions. *Everyone in the 
stock market from the promoter 
down to the investor likes rising 
share prices. It helps in every way 
you can imagine. Nobody is dissat- 
isfied then,” says Arun Kejriwal of 
KRIS Research. 

But the fall in stock prices in 
most cases is not always the result of 
rumours or manipulation, as man- 
agements invariably allege. Market 
players point out that quite often 
stock prices fall due to some infor- 
mation available to investors—prod- 
uct rejection, financial problems and 
so on—that the companies willfully 
hide from the public. Traders cite the 
example of real estate firms. Since 
they were not able to sell the prop- 
erties over the past year and a fall in 
their profits was inevitable, their 









ICICI Bank's exposure to the US 
subprime loans created a scare. 


Dec. 29, '06 
890.4 





shares have been hit the hardest. 
"In a bear market, nobody wants 
to hold on to falling stocks, and as 
there are no buyers at lower levels, it 
results in a sharp fall in the stock 
prices," says an equity dealer. 

Managements must learn to 
inform the market whenever their 
shares rise or fall inordinately. And 
unless this becomes a regular prac- 
tice, the companies may not win 
the trust of the investment com- 
munity, say analysts. 


Clients invest 
more than just 
money In us. 
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1 OG £ THER. -FuREE YOUR ENERGIES 


A global leader in consulting, technology and outsourcing, 
Capgemini has 88,000 employees across 36 countries with 
revenues in excess of $13 billion. Our credentials in India are 
equally impressive: 10 years, 18,000 employees and a growing 
client list eager to draw on our international experience. 


At Capgemini, we believe in the Collaborative Business Experience. 
f A way of working that partners with clients to liberate their latent 


potential and energies, making them more proactive, innovative and 9 — 39 
competitive. The success of our clients and our employees bears o Capgen Hl 
testimony to our approach. So if you're prepared to take your 

business to a global platform, visit us at: www.capgemini.com CONSULTING.TECHNOLOGY.OUTSOURCING 
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Downturn. 
Upside. 
Connected. 


As the global economic downturn has gathered pace, belts are tightening, 
with businesses and individuals reassessing their spending needs. For the 
communications industry, the change in consumer behavior and attitudes has 
created some interesting challenges — but also new opportunities. We have 
identified three ways to help your company make the most of the situation. 


3 steps to beat the credit crunch. 


REDUCE LOSS IMPROVE EFFICIENCY # INCREASE REVENUE 


Reinventing. The world. Connected. 


Nokia Siemens 
Networks 


Find out more at wwwunite.nokiasiemensnetworks.com/creditcrunch oo -— 
Copyright 2009. Nokia Siemens Networks. All rights reserved. p 
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Enhance your business by enriching 






your customers experience? 


Can you resolve 98% of customer queries on the first level? 


Can you double your revenue and triple customer base in two years? 
Can you reduce frequency planning from three months to seven days? 
Can your newly-launched services be readily accessible to 98% of 


your customers? 





Quality 





m 


Four key driving factors for better customer lifetime value 


(Source: Nokia Siemens Networks) 


Despite a bad economic outlook, 
communications service providers 
(CSPs) must continue to delight 
customers. An enriched customer 
experience will be a key differentiator 
in this challenging climate to increase 


profitability and customer lifetime value. 
There are four factors that enrich your 


customers' experience: 


1. Cost and billing: Providing 
customer-centric solutions, fair and 


transparent pricing for your customers 
while increasing revenue and reducing 


churn. 


2. Customer care: Offering high 
quality service, improved contact 
experience and rapid resolution while 
improving cost effectiveness. 


3. Service and device portfolio: 


Delivering flexible portfolio, customer- 
friendly services that increase service 


adoption and reduce time to market. 


4. Network and service quality: 
Ensuring optimized service, proactive 


/ maintenance, high network quality and 


service availability. 


Enrich your customer experience 


Nokia Siemens Networks has the 
proven expertise to help you deliver an 
enriched customer experience. Here 
are some of our partners who have 
leveraged on our solutions: 


In Finland, one CSP was able to 
resolve 9895 of customer calls 
on the first level and reduce field 
maintenance visits by 1595. 


A leading CSP in Thailand acquired 
more than 50,000 resellers and 2.2 
million new customers within nine 
months of launching an innovative 
service. 


A download service offered by an 
Indonesian CSP saw subscribership 
surged from 300,000 to one million, 
after merely six months into our 
Solution implementation. 


An Indian CSP encouraged adoption 
of its data services and increased 
GPRS usage among its 20 million 
customers by sending user 

settings automatically via SMS to 
subscribers. 


www.unite.nokiasiemensnetworks.com/userexperience 


Copyright 2009. Nokia Siemens Networks. All rights reserved. 


Cost and 
Billing 





pure" 


To find out more about how Nokia 
Siemens Networks can help you enrich 
your customer experience and enrich 
your business, please visit our website 
at: www.nokiasiemensnetworks.com/ 
userexperience or speak to your 
account manager today. 
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How employees and employers 
are coping with unprecedented 
layoffs in corporate India. 


SAUMYA BHATTACHARYA 


- 
a m. 


” 
"d D" 


HEN ADITIE PRAKASH REACHED HER 
office on January 5, there was a 
company envelope on her desk. 
Breathless from a last-minute 
sprint for the lift, she plonked her- 
self into her chair, and tore open 
the envelope. "Dear Ms Prakash," the letter read, *Re: 
Acceptance of resignation". What? Mystified, she 
read on: "This has reference to your letter dated 
December 28, 2008, tendering your resignation... 
We wish to inform you that your resignation has been 
accepted and that you will be relieved from the serv- 
ices of the company with effect from March 10, 
2009, after closing hours, as requested by you. You 
are requested to contact the HR department to com- 
plete your clearance formalities for full and final 
settlement of your dues." 

Aditie's heart seemed to stop. She had never 
resigned, so where was the question of "accepting" her = 
resignation? So, this was why the HR manager had 
been avoiding eye contact with her yesterday! Aditie VAN i SH i NG JOBS 
looked around at the large open-space hall—did ง formal data sources exist. Based on 
others know? She could see Neha going hyper with inputs from recruiters. 


(ท 9 lakh to 20 lakh 


9.7 lakh 










erated II 


Job losses in Jan.-March 2009: 


Estimated between 
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bt cover story 


A LESS PAINFUL 
LAYOFF 
Can there possibly be an ideal 


the HR guy at the far end, waving 
what looked like a similar 
letter. It was just five past 10, so not 
many people had come in. Aditie's 


way of letting people go? Not š 
really, but organisations can soften heart now began thundering 
the blow with communication. as panic set in, her —À 
: with thoughts. Bank balance: 
๒ mee Rs 31,000... Disgrace... Her new 


apartment?.... The card payments 
for next month... 

As the day progressed and the 
others trickled in, Aditie would 
learn that she was not the only one 
to have been given the letter—in 
the next seven days, her 300-odd 
colleagues would all be out looking 
for jobs. 

Aditie and her colleagues— 
sacked, retrenched, dismissed, 
relieved of their duties, fired—are 


discussion is better. 





@ Make sure layoffs are 


handled at the highest just a handful among the lakhs of 
level. The decision should middle-class urban Indians caught in 
be conveyed by the corporate India's biggest-ever season 
functional head, if not by of bloodletting. Employees as well as 
a higher level. employers are struggling—the 


employees to find jobs in a market 
where very few companies want to 
hire and employers to carry out 
layoffs as gently and painlessly as 
possible, and failing miserably. 
What's aggravating the situa- 


@ Be honest in 
communication. Tell 
the employee if he is 
being laid-off for 
non-performance or 
because the business is 









unviable. tion is the fact that the exposure 
-— of the Indian middle class to the 
° OS a private sector is higher than ever. 
The workforce in the private sec- 
tor—in their 20s, 30s and 40s—is 
largely unprotected in terms of se- 
curity of their jobs, investments, re- 
tirement and children's education. 
Many of them have EMIs to pay on 
home and car loans. Experts are 
talking of preparing for 
“downward 
mobility"—being 
able to live hap- 
ily with less- 
"Job losses are hon beliee. 
more widespread income, at 
than the last two least 
downturns and the temporarily. 
most severe since Add to this the 
liberalisation” stigma that lay- 
Sonal offs are in India. 


Agrawal 
CEO, Accord Group India BT spoke to a num- 
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ber of executives who have been 
laid off by their employers, but few 
were willing to come on record and 
reveal their identities (See the right 
handside page for some cases). 
Though the job cuts, on an average, 
have not exceeded 5-10 per cent 
of any company’s payroll (except in 
cases where the entire business or 
division has been shut), the insecu- 
rity is affecting the spending 
behaviour of the remaining 90-95 
per cent of employees. The ‘What- 
if-I-am-the-next?' syndrome has re- 
strained people from spending on 
things they would shell out money 
for without a thought just a few 
weeks ago (see page 74). 

While India Inc. plays the axe- 
man, its workforce is a bundle 
of nerves. Companies are faced with 
queries like—will there be 
downsizing? Will salaries be 
stopped? Will business targets be 
met? CEOs and HR heads in several 
companies have stepped up com- 
munication with employees and 
other stakeholders (See pages 56 
and 66). At corporate workshops 
and seminars conducted by Dr 
Samir Parikh, Psychiatrist and Chief 
of the Department of Mental 
Health and Behavioral Sciences, 
Max Healthcare, the young exec- 
utives ask: What if I am the next to 
be fired? 

“If there is a change in finance or 
social status, it brings a lot of stress... 
In work and in our finances, our 
identity is defined. What you do is 
your identity. Slowdown has added 
a significant dimension to the already 
existing stress of the workplace," 
says Dr Parikh. This young work- 
force has seen immense growth in 
the current decade. Ergo, reconcili- 
ation with a downturn is agonising. 

The mass layoffs are especially 
painful since they come after a 
boom in which companies fought to 
recruit in large numbers in order 
to fuel big expansion plans. For 
instance, it was just in 2006 that 
one of India's biggest retail ven- 





It was not a "layoff" in the 





strictest sense of the word 
Kaustabh R. (Name changed on request), 43 E Conditions Were such that 
Job: Worked as HR head in a | was forced to quit 
e Real Estate Company | š 
Educational Qualification: MBA from a premium | Swapnil Anant More, 24 
B-school with around 20 years of experience Job: Worked as Team Leader in the logistics 


department since March 2008 for an IT-enabled services 
company in Mumbai. 
Educational Qualification: B.Com. 


HIS LAYOFF STORY: It was not a “layoff”, strictly 
speaking. He was in a secure job when a real 
estate company started courting him with an 


impressive offer. He resigned. His company tried HIS LAYOFF STORY: A walk-in interview turned out to be a 

to hold him back, but this HR head had made his cake-walk for More. The first signals of trouble: his meagre salary 
decision. In retrospect, that turned out to be the of Rs 6,700 was cut by 25 per cent. "Conditions were such that 
biggest mistake of his life. In his notice period, | was forced to quit," he says. Now, More is set to join a vendor 
three days from joining, the new company pulled for a telecom service provider at a 20 per cent salary cut—he 
back the job offer. Unethical? Probably. But, there is also joining his family's mango business. 


is nothing he can do. He is hunting for a job. 


@ lts not about you, HR 
manager told me 


Ramesh Chandra Singh. 30 

Job: Worked as Senior Executive in 
Accounts at a leading 

network services company in Gurgaon 
Educational Qualification: MBA Finance 
from IICT, Lucknow 


HIS LAYOFF STORY: Singh had joined the 
company in February 2008. By December 
2008, Singh and almost all who had joined 
in a year were asked to resign. They did get 
an email from the COO hinting at a downsiz- 
ing because of a slump in demand. ("The 
HR manager was also nice about it and &x- 
plained that it was not about me".) Singh 
has already given two interviews 

and registered with a jobs portal. 





Pd 

Jobless and ready for e Great placement, then they 
50% pay cut said | was not needed! 

Q Ravi S. (Name changed on request), 45 Riya Sharma (Name changed on request), 23 
Job: Worked as a Vice President Job: Campus Hire from a Tier-| B-School 
with a retail company Educational Qualification: MBA 
HIS LAYOFF STORY: Ravi was hired in the heydays HER LAYOFF STORY: Riya got her first job at placement time. Her 
of retail in early 2007. The dream crashed in perfect career takeoff was marred by the slowdown. Two months 
end-2008; his division was wound up and 250 laid before she was supposed to join, the company told her she was 
off. Ravi's wife is a teacher and his two kids are no longer needed. This was huge jolt for Riya, who had pinned all 
still in school. With massive EMIs to take care off, her hopes on this job. All hope lost, Riya ended up with low self- 
Ravi has been forced to sell his new house and esteem and became directionless. Her anxious parents took her 
is moving back to his old one—he needs "all the to a clinical psychologist. She was told that it was not her fault 
liquidity possible". Tough to get a job in his and that it does not change who she is. A few sessions later, Riya 
function now... he is willing to take a 40-50 had regained her self-confidence. At the time of writing, Riya had 
per cent salary cut. finally found her first job. 

í BT spoke to over a dozen executives who lost their jobs in recent months. None wanted to be photographed, most didn't want to disclose complete identity 
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DOES IT HELP? 





he maddening pace of top level hiring has 

come to a grinding halt. Senior executives, 

who were courted with multiple offers just 
a few months ago, are being outplaced by the E 
very companies that hired them. The connotation © 
of outplacement in India is a lot different from 
the way it is done abroad. In the US, there are 
specialist outplacement firms who are mandated 
by companies which are laying off. Says 
R. Suresh, MD, Stanton Chase, an executive 
search firm: "In India, outplacement is a service 
provided by certain search firms who have an integral relationship with 
companies they serve. The mandate for outplacement comes from the company 
that wants to shed surplus staff." 

The outplacement market is huge in the US. Specialist outplacement firms 
coach executives and eventually find out specific job opportunities by extensive 
mapping of the market. "In India, search firms consider outplacement leads 
coming in from companies as one more stream of candidate availability for their 
regular search assignments," says Suresh. 

Are executives taken into confidence? Yes, almost all the time. In the last 
couple of months, the trend has become more visible in India. Some companies 
in real estate, retail and financial services have approached search firms to 
outplace few key executives who are found to be surplus in their current 
scheme of things. 

Outplacement candidates are considered at par with others. So, one 
company's excess staff may be required by another set of companies which 
otherwise may have difficulty in attracting talent due to location, compensation 
or the evolution of the industry itself. Thus outplacement process serves 
as a bridge for reverse flow of talent in tough times. 





tures was on the prowl for the best 
talent at all levels. Campus hires 
were to form half its workforce, 
while headhunters prowled enemy 
camps so they could fill corner 
room offices with million dollar 
plus salaries garnished with stock 
options. The same retail venture is 
now “rationalising”. The company 

would not confirm any 
figures, but the 
grapevine says it 






"Salaries coming has shed more 
down is good than 10,000 
because employees in 
value-pricing is the last few 
very important for a months. Says 
market like India” Sonal 

Padma Ravichander Agrawal, CEO 


of Accord 
Group India: 
“Companies are 


Managing Director, Mercer India 
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squeezing all assets, including 
human assets.” 

While not every employer wants 
to get rid of people and some 
employers are even creating new 
jobs, the pessimism is taking its toll. 
"In good times, companies gave 
you a long rope. Today, their tol- 
erance level is very short," says 
E. Balaji, CEO, Ma Foi Consultants. 

Where are the biggest layoffs 
happening? That's a tough one, in 
the absence of primary or even 
secondary data. Retail, construction, 
sections of financial sector and 
media and entertainment are where 
staff reductions are the most acute. 
According to estimates from 
recruitment firms, permanent hir- 
ing, which dropped nearly 25 per 
cent in the last quarter of 2008 
(compared with the last quarter of 
2007), has come to a grinding halt 
in the first quarter of 2009. These 
firms reckon that India Inc. will 
trim its payrolls by 80,000 to 
100,000 in the January to March 
quarter. That's a conservative 
estimate. A report by the Ministry 
of Labour says over 500,000 jobs 
were lost during October to 
December 2008. But this number 
covers only the organised sector, 
which accounts for barely 10 per 
cent of the total workforce. The 
estimates of job losses in the 
informal sector run between 1 and 
10 million (see page 50). 

From the employers' perspec- 
tive, the squeeze in the jobs mar- 
ket has shrunk salaries to prag- 
matic levels. At one of India's top 
business schools, students were 
seen asking for "great jobs even at 
lousy salaries". 

Employers, obviously, are happy 
with the return of value-pricing. At 
least in some sectors, salaries had 
risen way faster than they ought to 
have in the past few years, making 
wage inflation a real worry for India 
Inc. “It’s not about retrenchment; 
talent management is transforming. 
It is much more healthy now 
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HOW TO KEEP 
YOUR JOB 





tolerance for non-perform- 
ance at an unnerving low. 





Re-skill. This will help 
you wear multiple hats. 





Be visible. Now is the time 
to take initiatives, be it 
cost-cutting or making 


money for the organisation. 





Network. So that a job exi- 
gency doesn't take you by 
surprise. 


And yes—offer a pay cut, 
especially if you feel you 
are overvalued in the 
current market. 
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because it serves the needs of the 
market. Salaries coming down is good 
because value-pricing is very impor- 
tant for a market like India,” says 
Padma Ravichander, Managing 
Director for Mercer in India. 

Is the worst over? Have the 
layoffs peaked at their January- 
February levels? The answer to this 
question depends on the degree of 
certainty about business prospects— 
which is in extreme short supply in 
most sectors right now. Note how 
many companies skipped the regular 
practice of providing a performance 
guidance when they announced third- 
quarter results in January. 

“I am not sure the worst is over,” 


says Manish Sabharwal, Founder 


Chairman of TeamLease Services, a 
leading staffing firm. For permanent 
hiring to restart in a significant way, 
demand needs to be consistent for at 
least two quarters. Sabharwal is not 
alone; corporate bigwigs have no 
idea how long the downturn will 
last. “None of us has any clarity on 
the job market. In this kind of 
uncertainty, organisations will not 
make hiring decisions,” says Pratik 
Kumar, Executive VP, HR, Wipro 
Ltd. Even keeping the existing flock 
productively employed has become 
an issue. Infosys Technologies plans 
to extend the training period for 
people on the bench from 16 weeks 
at present, to 29 weeks. Uncertain 
about demand in the coming months, 
Apollo Tyres had contemplated 
downsizing or re-deploying a section 
of its manpower. For the time being, 
it has opted for the latter. 

Uncertainty has brought the 
annual hiring plans to a complete 
halt. Recruitment firms have stopped 
getting annualised data on hiring; 
usually companies have this identified 
in advance. 

This is despite the fact that India 
is among the few nations that have 
good growth numbers. *We are 
more mildly hit, but our social 
structures are not developed. In that 
sense, what we have is a new 


phenomenon," says Ravichander. 

In her career span, Ravichander 
has already seen three-four such cvcles 
of boom and bust. Are these cycles 
getting more frequent? “Whether 
economic cycles are getting shorter or 
not, they are surely getting complex," 
she says. And infinitely more 
widespread—across industries and 
geographies. 

Yet, despite being amidst an 
unprecedented job crunch, the Indian 
workforce—especially the white- 
collared—has a lot to count on. In 
spite of a decisive shift in attitude 
towards spending a larger propor- 
tion of income (a natural consequence 
of living life on credit), the average 
Indian household is still among the 
best savers in the world—better than 
even the Chinese household. The 
family support is still infinitely stronger 
than in the West, which is of key 
value during times of financial 
insecurity. Most importantly, for most 
families, big improvements in living 
standards have mostly taken place 
within the last one generation—or 
less. This makes downward mobility— 
the ability to cut living costs easily— 
easier. Though none of this makes 
living with a job loss, or prospects of 
it, easy, it does help to overcome the 
absence of a social security system. 

Long after the current job squeeze 
gets over and when companies get 
back to hiring, there is one lesson 
from this downturn that every work- 
ing executive will remember: in 
today's economy, job security isn't 
going to be the same as employment 
security. When the economy pre- 
dominantly consisted of government 
and other public sector jobs, job se- 
curity (not getting sacked) was high, 
but employment security (finding a 
new job if you were sacked), was 
low. In the new economy, the re- 
verse will be true—people will get 
sacked more easily than before, but 
they will also find a new job more 
easily than before. It's just that living 
between the two stages will take 
some getting used to. 8 
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9 LAKH TO 50 LAKH 


That is the range of estimated job losses among blue-collar and informal sector workers. 
Both the magnitude and the consequences are way higher than the white-collar layoffs. 


RISHI JOSHI 


OB SECURITY HAS ALWAYS BEEN A LUXURY OF THE 
white-collar urban worker, who comprises less than 
5 per cent of the total workforce. For the vast ma- 
jority of Indian workers—like temporary workers 
in factories, contract workers with exporting 
units—losing a job is an ever-alive threat. But even 
these workers had witnessed 4-5 years of unprece- 
dented boom in jobs and income. Now, given the 
severity of slowdown, businesses are laying off workers 
in hordes. A recent survey by the Ministry of Labour and 
Employment found that almost half a million 

jobs were lost in the three-month period from 
October to December 2008. The sectors that 
got rid of the maximum number of workers 
are mining, textiles, metals, gems & 
jewellery, automobile and transport. 
The worst affected among these 
were gems & jewellery, transport 
and automobiles where employ- 
ment has declined by 8.5, 4 and 
2.5 per cent, respectively. Says the 
ministry in its report, “Credit availability 
and its cost have become major areas of 
concern. The combined impact of all 
these factors would be loss of em- 
ployment and reduction of income 
leading to social distress." 

The virtual disappearance of 
demand for Indian exports has 
impacted the export-oriented units, 
which employ an estimated 150 million 
people. The majority of labour intensive 
export industries like textiles, handicrafts 
and gems & jewellery are reporting a fall in 
turnovers. The Federation of Indian Export 
Organisations (FIEO) actually pegs the job losses in the 
exporting units at much higher levels than estimated by 
the government. Says A. Sakthivel, President, FIEO: 
“Our estimate is that almost 2.5 million workers have 
already been laid off by exporters. If you factor in 
indirect job losses, including ancillary units, the num- 
ber would be almost double at around 5 million.” 
FIEO estimates that unless global demand picks up, by the 
end of the fiscal almost 10 million jobs would be lost. 
While FIEO's projections, economists feel, are on the 
higher side, a more accurate estimate of the informal 
sector job loss could be two million, which will go up 
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in the weeks to come. 

Job losses of such magnitude not only have social 
implications, but could also add to the dampening of 
demand that is already evident among more prosperous 
urban consumers (see page 74). This could also jeop- 
ardise the prospects of a relative buoyancy in rural 
demand, given that agriculture production is set to 
register a positive growth for the fourth consecutive year 
in 2008-9. Says Abheek Barua, Chief Economist, HDFC 


LEAN SEASON 


Percentage job loss in different industries (Oct-Dec '08). 


DIRECT CONTRACT qv 
Gems & Jewellery -9.27 -3.86 -8.58 





TO 
Transport — 1.96 -9.93 -4.03 Y 


TO 
Automobile -0.77 -12.37 -2.420 


Metals 4.04 -4.53 -1.91 


Textiles 4.6 0.914 


Source: Ministry of Labour 


“1.11 


“The combined impact of all factors would 

be loss of employment and reduction of 

income leading to social distress.” 
—Ministry of Labour 


Bank: "The rural economy has picked up in recent 
times with even some reverse migration from the urban 
industrial centres. But if the job losses continue to 
mount, particularly in manufacturing, it would definitely 
have a detrimental impact on demand". เพ 
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THERE'S LIFE AFTER LAYOFF... 


And it can be quite fulfilling and productive if you do the following. The only assumption 
we have made in listing these options is that creditors are not after your blood. 






Don't take a trip into self-pity, instead 

take the opportunity to see if there are 
things about you that others don't like, 
and if you can do something to 


TURNS wasa For practical, comprehensive 
Don't take things out on your family tips on job hunt 


or kids or destabilise their lives when you What Color is Your 
turn from a breakfast-table papa into a Parachute? 








stay-at-home boss. He or she who gets hired is not 
necessarily the one who can do 
Put things in perspective. The job loss is terrible for you, that job best; but, the one who 
but go talk to that grand uncle who had to leave everything knows the most about how to get 
behind in Partition, or took part in World War Il. You are hired. That's one of many price- 
actually much better off. less pieces of advice given by the 
best-selling job-hunting book in 
Read: Take out those encyclopedias from their glass case, the world. What Color is Your Parachute? by Richard 
๑ renew that library membership. Read. You get ideas, Nelson Bolles provides a systematic roadmap to find- 
your mind stays in top gear. ing the best job fit. Bolles’ conviction is that just get- 


ting a job—even ones you are good at—won't be a 
Dust off your IIT degree in aeronautical engineering, which wise decision in the long haul. The book helps you see 
got buried under the IIM PGD, and make a start by helping your passions blended with skills, and guides you to 
kids in the neighbourhood with their math tuitions or proj- get to the right place. (Price Rs 730, pages 407) 
ects. Better still, look around for a teacher's job. (have you 
read of schools shutting down because of the downturn?) 





2 
Check out with NGOs if they need your special skills for M he ey 
. | ; de end of life, and may even be the 
their pria a be accounting, could be lighting beginning of a new, better, one 
m How Starbucks Saved My Life 
Renew hobbies. Ever thought why very few Indians have A riches-to-rags story of a top 
interesting hobbies like building scale models, etc.? advertising executive, the book 
(Collecting paintings does not count here.) Get out that teaches a few prized lessons about 
high-end digital camera, locate the manual and start life's priorities and how they can be 
clicking. No film cost. Great opportunities to upload to misaligned. In his 50s, Michael 
websites that want your stuff. Gates Gill, a creative director at 
J. Walter Thompson Company, was 
Look after your health. You want to be fit when things get moving. “let go" by the agency where he was 
employed for over 25 years. He had it all: an Ivy 
Check out your mug in the mirror—do you see an League Education, a hefty salary, a model family 
entrepreneur? and home life. He loses his job, gets divorced, and 
is diagnosed with a brain tumour; with no money or 
Network with your extended family—and why not try health insurance. A chance trip to Starbucks irrevo- 
to build a family tree? cably changes his life. He goes back to the basics, 
f f learns, unlearns and hands out a few lessons to his 
Oh, don't forget to keep networked. Keep looking for a job. partners at Starbucks. Will soon be a Hollywood 
Before you know, the recovery will be here, taking you flick starring Tom Hanks. 


back to the old busy schedules. (Price Rs 195, pages 265) 
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CAMPUS 








DROUGHT 


Companies aren't just laying off employees but have also 
become cautious with new hiring. The result? A steep fall in 
the quantity and quality of new offers on the campuses. 


OR THE PAST FIVE YEARS, 

recruiting week at the 

country's prominent, top- 

tier business schools used 

to be a monumental 
affair. The air was charged with the 
electric excitement of hundreds of 
graduates chatting animatedly about 
the slew of offers they had in their 
kitty, the ones they were taking 
seriously as well as where and how 
they would celebrate all of this 
thanks to an overheating job market. 
In those days, recruitment would 
start on “day zero” and after torrid 
sessions of interviews with compa- 
nies, would end seventy-two hours 
later with a flood of offers made to 
the graduating class. 

Today, the scene couldn't be 
more different. Instead of “day 
zero”, recent recruitment at a top 
business school took place over 
three consecutive weekends. Over 
25 per cent of its graduating class 
has yet to find a job. Most B-school 
and engineering college heads con- 
tinue to paint a rosy picture about 
the employment situation, saying 
that average offers are on pace with 
last year's, or that average starting 
salaries haven't dropped at all. 
Graduating B-schoolers and techies 
across the country, however, are 
reporting something entirely 
different. Campus recruitment, they 
say, has dropped precipitously— 
30-40 per cent of their graduating 
class are currently offer-less in many 
cases. “In a good year, companies 


were vying for recruiting slots lest 
they missed out on the best candi- 
dates. Now companies are taking a 
lot more time. The game is now in 
their hands,” says Sharadh Manian, 
a final year student at one of India’s 
top B-schools. 

That's not all. In addition to the 
increasing jobless rates at these 
schools, the quality and nature of 
jobs have also declined significantly. 
Moreover, starting salaries have been 
slashed heavily. A professor at In 
Delhi, who did not want to be 
named, admits that while job offers 
didn't decline quite so dramatically at 
the engineering college, there was, on 
average, a 50 per cent cut in starting 
salaries. In some cases, initial offers 
have been revised downwards by as 
much as Rs 5 lakh on B-school cam- 
puses, say prospective graduates. 


"The number of 

options for a student 

has reduced from three to 
less than one. It is clearly 


a sellers market" 


Prakash Sai, 
Placement Co-ordinator at IIT Madras 





"Students have toned 
down their expectations 


considerably" 


Saarthak Malik, 
a second year MBA student 


Jobs crunch: Campuses are 
reporting fewer placements 


for their students 





Most firms have even stopped 
disclosing the profile of the job when 
they come to campus. 

IIT Mumbai has had the best 
opening placements this year so 
far but that doesn't mean much 
when you factor in the fact that it 
has experienced a 69 per cent drop 
in recruitments. On the first day, 
32 students were made offers (as 
opposed to 95 in the previous 
year). According to students on 
campus, pressure at the school is 
building because some visitin com- 
panies have not recruited a single 
student as yet. A student who got a 
job with a software company says 
that the offers made this ycar 
match the lowest offers made for 
the previous batch. Clearly, com- 
panies are in control now and 
they're driving a hard bargain. 

Rahul Kumar Singh, a final 


year student at irr-Delhi, says that 
even erstwhile top recruiters seem 
to be tentative about beefing up 
their ranks during the slowdown. 
HUL, ITC and P&G together offered 
10 jobs on campus last year. This 
time around, they've offered just 
one, he says. Similarly, McKinsey, 
which had recruited around four 
students a year ago, has so far 
picked up just one. Morgan Stanley, 
Citibank and other financial services 
have also slashed their hiring of 
newbies. Admits Prakash Sai, 
Placement Co-ordinator at I 
Madras: “The number of options 
for a student has reduced from 
three to less than one. It is clearly a 
seller’s market.” 

So, who’s benefiting from the 
big job drought? Once spurned in 
favour of deep-pocketed banks, 
public sector companies have never 


had it so good. BHEL and NTPC have 
already snapped up around 40-45 
students, says IIT-D's Singh. *They've 
been a saviour for us," he adds. Also 
eager to take advantage of this sur- 
feit of jobless talent are small- and 
medium enterprises (SMEs) who have 
no significant HR practices. 

The speed at which things have 
gone from boom to bust for 
ambitious college graduates in 
professional programmes has 
stunned almost every one. Students 
admit that things on campus have 
gotten gloomy pretty quickly. 
Adding to the gloom are unofficial 
reports through the college HR 
grapevine that things are going to get 
worse next year. Company boards, 
say students, have begun announcing 
hiring freezes, rendering even alumni 
networks useless. 

Naturally, all of this has had a 
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» Job offers have fallen 


by 30-40 per cent on 
some campuses 


= Quality and nature 
of jobs have also 
declined 


— Public sector companies 


have benefited from 
a talent glut 


5 HR grapevines 


suggest things are going 
to get worse next year 





major impact on the attitudes of 
students toward employment and 
wages. “Students have toned down 
their expectations considerably. 
Earlier, we used to look at 
placements. For instance, a student 


niche 


would want to get into Equity 
Research and nowhere else. 
he would be willing to com 
mise...” says Saarthak Malik, a sec 
ond year MBA student at irr Madras 

SO, what do you do if you 


| ( ida . 


pro 


haven't been signed up as vet? 
"Have a more practical approach," 
says Manian. “Work for free on 
projects if you can and showcas« 
your talent. It will come in hand 
when things turn around." Sounds 
like smart advice worth 
in these turbulent times. 8 
REPORTED BY E. KUMAR SHARA 
ANAMIKA BUTALIA, MANU KAUSHII 
AND NIIYA VARA 
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TIME TO TALK 


Strategies to fight the downturn can be effective only if they are communicated well 
to the employees. Here's how a few companies are doing it. SAUMYA BHATTACHARYA 





O THE LAST QUARTER WAS TERRIBLE 
and the numbers in front of you 
indicate a sequel. You get no con- 


! solation from the fact that your 

๕ 9 | rivals are also in the dumps. And 
ATH wy. Tat | to think that you had been recruiting at 
ret 6. 2008 ค ด โต้ aan _ this time last year and talking of national 
Nove < rollouts! When you went to the 


cafeteria at lunch time yesterday, you 
could sense people avoiding eye 
contact, conversations dying down... 
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AME ames ° oem these people are bad at their 
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perio h each mum ext ad เฉ ร ไน - 
esse qo tre MAN on banks a one how to communicate. Your 
nader 1 จ gf ca Cregits 110 en ney . | 
เซต e vation O° นุ ด อ ด ห m forte has been talking vi- 
e c down aos el, ioa and tunding ล 9 sion and driving teams, not 
Da gie 0 nding explaining downturns 
imum & jse pe p g š 
po tius Mest aS P Who can help you draft a 
ing WS «ite steps" rework frank letter? Not the HR 
acce? Ke fw mal cost ira | f T f š 
ciency Kine )Oss—too full of jargon. 
js S \ eiim ต ต 8 0 ion ical. 
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Finance Director! He 


e rest essem «or acquis gan an ° isa veteran and knows 
e vel void a gan 3 [ his words. 
e?" man ments oe Relax: You are not 
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alone: From reclusive 
; bosses like Tata Group 
jetterhead Chairman Ratan Tata to Future 


S, not Á ล ; . B. 
wit 2088 W Is : got portions Group’s loquacious Kishore Biyani, India 
gaan (2 , some were p nighlig Inc. CEOs are communicating down. “More 

de gr has take than any other time, now is the time to 


have more upfront, active and outright 
communication,” says Future’s Founder 
and Group CEO Biyani, who otherwise 
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writes a weekly “Monday 
Musings" for all his employees. 


Talk—Keep the Flag Flying p ! 
For companies that are stars in their 
field, it is vital to keep the troops 
motivated during a downturn. Demot- 
ivated staff can cause a company to spi- 
ral downwards to doom—and make it 
difficult to catch up when the market 
looks up. Proper communication makes 
employees feel empowered and 
respected—the two keys to motivation. 
The modes and sources of communica- 
tion can, of course, vary. 

Thus, at Chennai-based Tvs Motors, 
Chairman Venu Srinivasan preferred a 
layered approach. He initially met his 
direct reports and apprised them of the sit- 
uation and the steps that the company 











Communication is the key to tackle increasing stress 
levels and uncertainty at workplaces. Here's why. 


Because Employees are anxious about issues like—How is my 
company doing? Will my organisation downsize? Will there be 
salary cuts? What does my boss think of my performance? 


Because If there is lack of communication from business leaders 
about the implications of downturn, rumours run rampant. 


Because Rumours cause people to think the worst. The result? 
A demotivated workforce in anticipation of bad news. 


intended to take. This message was then 
given out as personalised letter from the 
office of the Chairman to the managerial 
cadre. The President and c&o, K.N. Radh- 
akrishan, then addressed the rest. 

At Wipro, Azim Premji wrote to all 
Wiproites directly, listing out seven steps 
to help them weather the storm. The 
seven commandments: become abso- 
lutely customer-centric, stretch yourself 
to the hilt, spend thriftly on capital expe- 
nditure, cut down discretionary expense, 
invest in the right opportunities, re-skill 
and right-skill people and manage your 
own risks. Wipro also does webcasts 
where the entire senior team shares its 
business plans with employees globally. 
"There's one common thread across all 






active and outright : helps to align 
communication” employees” 


Kishore Biyani : Deep Kalra 
Group CEO, Future Group : CEO, makemytrip.com 


RITESH SHARMA 


these initiatives: Apprising em- Talk—Learn from Flashbacks 
ployees on the strategy," says Pratik At Ashok Leyland, it was déjà vu 
Kumar, Executive Vice President, for old-timers, even though the cur- 
HR, Wipro Ltd. rent phase is much worse and more 
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7. “More than any other : “Trust, openness 
time, now is the time : and desire to share 
to have more upfront, : good and bad news 





uncertain. The reassurance was 
needed more by recent entrants, 
mostly young. The annual interactive 
communication meetings were al- 
tered to address the issue. The forum 
was used to recall how the company 
weathered the 1990s recession to 
emerge even more competitive, its 
strengths and the long-term potential 
of the industry. At the same time, it 
laid out the prospects and measures 
taken to cut costs and the employees’ 
role in it. 

Managing Director R. Seshasayee 
addressed three back-to-back hour- 
long meetings with 600 employees 
in the canteen. Seshasayee also wrote 
about the causes, intensity and 
impact of recession and the strategies 
in his quarterly letter to employees. 


Talk—It’s Basic HR Routine 


When the downturn caught up with 
Maruti Suzuki India during the 
festive season of 2008, the company 
put its communication strategy into 
top gear, helping change the entire 
work environment for the better 
rather than yielding to it. The: HR 
Head S.Y. Siddiqui sat with 
employees to explain the global crisis. 
They were also told to go back to 


t basics, to detailing. Without this stress 
on clear communication, 7,000 people 


could have 7,000 different percep- 


municated to the channel partners. 
MD and CEO Shinzo Nakanishi said in 
a mail to all staff: “ft is encouraging 
to see whether in times of boom or 
crisis, we have ledrnt to make the 
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best of situations at hand.” 
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— Talk—Even in Happy Times 

. Communication is crucial even for 

companies doing well. Take Max 

New York Life Insurance. It did a 

~ presentation showing that the down- 

. turn would not hit it directly, and 

handed out communications packs 

to its officers to help them face cus- 
tomer queries. 

Says Rajan Kalia, its Executive 

Vice President & Head, un: *We 

held town halls for employees and 

agent advisors at which the man- 

. agement addressed their concerns 
and cleared their doubts." 
> Bangalore-based Infosys BPO had 
. . one of the best quarters in October- 

.—-. December 2008 in terms of client 
— wins. Sequential growth, too, has 
~ been a decent 4 per cent. Yet, some 
employees seem less confident about 
their future. The Infy BPO has stepped 
' the frequency of its meet-your- 
ader events at its centres in Pune, 
Gurgaon, Jaipur, Chennai and the 
Bangalore headquarters. 
^. The business leaders are more 
. forthcoming with the staffers on 

why they must augment their skills, 
increase their output and cut 
superfluous expenses. “...leaders talk 
about the economy in general and 
where the businesses are heading. 
Then they take questions,” says K. 
Raghavendra, Vice President and 
Head, HR, Infosys Bro. 
It is encouraging its BPO staffers 
to go for higher learning so that 
they can be deployed elsewhere if 
needed. As CEO Amitabh Chaudhry 
put it recently: “I think some of our 
existing people are finding it tough 
to move up as our standards become 
stronger." Infosys BPO has tied up 
c With educational institutions and is 
c. offering specific programmes in re- 
{tall management, banking, financial 
.. accounting etc. 

. This will send a strong message 
that... people who are serious about 
their career and want to add to their 
. self-worth, will look at initiatives 
. like this and make a difference,” 
. says Raghavendra. 
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mmunicating bad times. 


salary cuts across India Inc. 





Talk—And Ask for Ideas 


When times got tough, travel dot- 


com Makemytrip.com indulged in- 
brown-bagging. No, this was not a 


food initiative; it did an experiment 


called Brown Bags. Employees could 


anonymously slip in questions ad- 
dressed to the leadership team. The 
questions made CEO Deep Kalra 
realise that employees had the same 
concerns as employers. Says Kalra, 
“trust, openness and desire to 
share good and bad news helps to 
align employees." 

Communication is not without 
its fare share of challenges, though. 
Says Ambarish Raghuvanshi, cro 
and Director, Info Edge (India): “I 
think companies will get the com- 
munication around the harder as- 
pects of their businesses right. These 
are, for example, the cost-cutting 
measures, sales efficiencies, etc. The 
softer aspects of the business are far 
more difficult to communicate." 


... And Just Talk! 


Communication does not have to 


be a commitment, especially when 
the future is as uncertain as it is 
today. So, don't hold back 
communicating just because things 
are not unclear. Companies that 
put their cards on the table help 
employees plan. That's why 
Naukri.com CEO and Founder 
sanjeev Bikhchandani wrote to his 
people asking them to be prepared 
to work harder and to cut costs— 
and be ready for transfers. 

The lesson: when you know you 
can make a difference and are part 
of a solution, it can change your 
mindset completely. The best 
strategy for managing talent, in good 
times and bad, remains plain, 
transparent communication. B 

WITH INPUTS FROM 

N. MADHAVAN IN CHENNAI 
AND K.R.-BALASUBRAMANYAM 
IN BANGALORE 
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ndia Inc. faces an internal acid test, as bosses and 
managers try to help GenX graduate from fairy How India Inc. is 
Wales to real life. ANAND ADHIKARI Dealing with the 


Young Restless 


NFOSYS CHIEF MENTOR N. R. NARAYANA MURTHY HAD NOT DONE A 
town hall ever since he stepped down from the executive post in 
August 2006, but the 62-year-old industry veteran, who founded “The bad news 
Infosys way back in the early ’80s along with half a dozen other ri impacts the young 
professionals made an exception in January this year. He walked into ones more than the 
the Infosys auditorium at Bangalore where over 5,000 Infoscions were people who have seen 
waiting patiently to hear him for the first time in many years—some of a downturn in their 
hem may be for the first time (the average age at Infosys is just 26 years). working life” 
[he rr industry was in the grip of the global slowdown and the Satyam | | 
. ม ด ด a 3 ว ; Nandita Gurjar, Vice-President 
raud had damaged India’s ‘software’ reputation abroad. After an opening HRD. Infosys Tachnolonies 
speech of just a few minutes, Murthy fielded questions for over an hour. An 
smployee who was present said Murthy's short speech was very sentimental, 
illed with confidence boosters at a time when job losses are imminent, “We 
pvill never do anything that will make you put your heads down in “We need to ensure that all 
shame,” he said. His message for young Infoscions: "It's a great the information that they 
ime to learn.” Questions came thick and fast. One Infoscion asked (employees) read and | 
straightaway: Will there be any layoffs? Murthy's reply: a big ‘No’. hear about global 
jut he added: “Performance criterion will be definitely tightened.” slowdown or downturn 
Murthy made a sincere attempt to send positive signals to the young is used positively rather 
mployees. “You have to stay afloat now,” said Murthy, hinting that than negatively” Š 
sverybody has to be ready to work on any project anywhere. í 
Murthy is not alone in holding an open house with voung guns, — we 
iddressing their apprehensions and taking their feedback. Companies across — - 
»esterdays’ hottest sectors like banking, insurance and BPOs are doing it. 


“eep It Short & Simple “The big challenge would be 
Yesterday seems so far away. The youth of India's workforce vis-à-vis learning and development 
lemographics was the talking point of every CEO, analyst and economist. because of the up-skilling 
. oday, this same young brigade ts at the centre of attention because it needs and mindset shift required 
nand-holding as it faces its first reality check. Employers are facing their own to do business in today's 
est: communicating with a workforce whose average age has fallen sharply economic environments" 
wer the past four-five years as new sectors like retail, aviation, BPOs, insurance Tanuj Kapilashrami 
ind media set a scorching pace during the boom just ended. Head, HR, HSBC India 

It's not just the large numbers involved: another big challenge is the 
:eographic spread. So, there is seven-year-old Bajaj Allianz Life Insurance 
io, which has taken on 21,000 people across 160 cities and towns. Bajaj 


Allianz, today the second-largest private sector life insurer, put CEO Kamesh & ‘The key is to 


Oyal’s message on a CD that was shown to employees across the country. 


involve and 
| engage the 
' young employees 
at every decision 


จ talks of key organisational issues as well as the challenges arising from 
he economic downturn. 

Open houses or film CDs add to the conventional ways of communicating, 
vhich are through the Intranet, in-house magazines, letters and presentations. | | 
"We never ever imagined communication in a downturn with a young in these times to 
workforce would become such a big challenge,” admits the CEO of a financial make them understand better. 
services Company. Piyush Mehta 

And it’s not just the HR boss or zonal heads who are reaching out: Sr VP & HR Leader, Genpact 
hairmen and Cros have also begun talking. In December last year, Tata 
“Group Chairman Ratan Tata wrote to all his managing directors and 
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CEOs that the top priority should 
be to manage costs and improve 
operational efficiencies. Every CEO 
today faces two big questions from the 
young and restless: How long will the 
downturn last? Is our job secure? 

Nandita Gurjar, Vice President 
& Group Head, HRD, Infosys 
Technologies, says: “The bad news 
impacts the young ones more than 
the people who have seen a down- 
turn in their working life." 
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NATASHA TIWARY 128 
Assistant Manager (HR), iGATE Global Solutions 


You Are Vetted More Carefully 
By the Company in Tough Times 


| had too many choices when | passed out in 2006 from SIBM. That was a boom time... 


Piyush Mehta, Senior Vice 
President & HR Leader at BPO 
pioneer Genpact, says almost 60- 
70 per cent of its young employees 
have to deal with the end consumers 
on a daily basis, and get to know first 
hand about difficult times around the 
world. “The key is to involve and 
engage the young employees at every 
decision to make them understand 
better,” he says. 

Karthik Sarma, Chief People 


VAIBHAV GOYAL 128 
Senior Manager, Customer Service, Tata AIG Life Insurance 


We Take So Much for Granted 


| walked out of IIM Lucknow in 2004 with a Tata AIG Life Insurance job despite the flurry 


| took up iGATE's job offer because the company was growing. ...| was always clear about 

working at least two years in a company before | would jump. Many of my batchmates 
hopped jobs with fancy designations and salaries and ridiculed me for sticking on at iGATE... 
Life was good in Bangalore after a small town like Jameshdpur. | had a 2BHK rented apartment, 
and stuffed it with "essentials" like a 21-inch flat TV and a 200-litre fridge. | was even planning 
to buy a house... | never thought the bad times would strike so early... | have cut down 
unnnecessary expenses and put on hold long-term investment decisions, whether it is about 
buying equity or a house. ... Professionally, | have also learnt a lesson: your performance 
shouldn't dip, in good times or bad times. In times like these, you are vetted more carefully by 
the company. ...l'm hopeful that by the first quarter of 2010, the economy will bounce back. 


Officer at WNS, says power and trans- 
port are the two big expenses in his 
industry, apart from manpower. 
“We recently decided to minimise 
the hiring of cars for ferrying people 
home and have introduced buses. 
This decision was communicated to 
the staff and they have responded 
quite well,” savs Sarma. 

Bajaj Allianz’s HR Head Jaideep 
Chaure concurs: “...we need to 
ensure that all the information that 


of offers from FMCG and financial services companies. | opted for Tata AIG because of 
the AIG brand and the partnership with the Tatas. | got a fair chance to work in all areas 
and this motivated me to stay put. | had my friends who were jumping jobs... 
One of them switched some eight jobs in those good times. 

But | never really thought that the good phase will end so abruptly. | bought a 
house in Mumbai after living in a PG and a rented flat. | got married and took my 
parents and wife for a tour of Europe in the beginning of 2008. When the bad news 
Started pouring in, our top management was quick to dispel our fears. We had quite a 

= few town halls where the CEO and COO had one message: focus on performance. ...| 
have realised that we take so much for granted when the going is good that we never 
prepare ourselves for a pay cut or job loss. | have already deferred a decision to buy a 
car. No more foreign holidays... l'm preparing for another tough year and hopefully 
things should improve by 2010. 


UMESH GOSWAMI 





RAJAT MEHTA 129 
Assistant Vice President (Marketing) , YES Bank 


There Is Lot of Realism Today 


in 2004. But YES Bank made a more exciting offer, so | landed there as one 


| had an offer from a large financial services company before | was to graduate 


of its first employees. The steep learning curve encouraged me to hang on. 
A few months into the job, | decided to buy a car. | jokingly asked my dad how 
long it had taken him to buy a car—he said it had taken him almost 15 years... 
| got married and also decided to buy my flat in Mumbai. 

But things changed dramatically since the beginning of 2008. Today, 

there is more bad news floating around. I'm more careful now when it comes 
to spending—fewer visits to malls and restaurants. No more foreign holidays. 
I'm quite optimistic that the good times will roll again. 


they read and hear... is used positively 
rather than negatively. It's very easy 
for employees to get panicky." 


Tell It As It Is 

In mid-2008, when Arvind Retail 
& Brands decided to focus on its 
value brands, it had to shift the high- 
end brands Excalibur and New- 
port—earlier sold through exclusive 
outlets—to its value retail chain 
Megamart. *It was a tough and an 
emotional decision as a lot of people 
were associated with the brands," 
says Arvind Retail's J. Suresh. Once 
they were convinced, the message 
went out to all employees. 

Then, Infosys recently institu- 
tionalised the clocking system, 
requiring everybody to clock 9.15 
hours daily. There was some 
resentment at first as many argued 
that they are knowledge workers 
and clocking is not for them. 

"But we explained to them the 


need for clocking and they under- 
stood our point," says Gurjar. 
Infosys has over 1, 03,00 employees 
—and an average age of 26 years. 
The Jet Airways fiasco last 
year—it handed out pink slips to 
close to 1,000 and had to backtrack 
following a public outcry—has made 
the corporate sector more aware of 
the importance of communication. 
“We believe that employees carry 
the maximum goodwill to the 
external world," says Glenn 
Saldanha, Managing Director & 
CEO, Glenmark Pharmaceuticals. 
“What information is dissemi- 
nated to the outside world is dis- 
seminated at the same time to em- 
ployees, whether good or bad... (this) 
has been helping us,” says Saldanha. 
Glenmark grew from 450 employees 
to 5,500-plus in eight years. 
Arvind Retail’s Suresh says the 
company has a practice of assem- 
bling every quarter to update em- 


HOW TO DEAL 
WITH YOUNGSTERS 


Listen to their apprehensions 

and also allow them to freely 
express their opinions on policies 
and company matters 





A 100 per cent accelerated 
communication whether it's 
good or the bad 





Keep all communication 
channels open right from 
intranet, e-mail, letters to town halls 
or face-to-face meetings, if possible 





Disseminate all information 
even if it is meant for 
stakeholders or the outside world 





Motivate them by reminding 
that this downturn phase, too, 
will pass like earlier ones 


ployees. ^We have been telling them 
that there may be some changes in 
timelines, but our strategy for 
growth will remain intact," he says. 


New Yardsticks 

Just as Murthy of Infosys has made it 
clear that performance criterion will 
be tightened, India Inc. is focussing 
on ‘productivity and efficiency’ with 
nobody sure of the extent of the 
downturn. *We had already started 
approaching business with enhanced 
focus on the ‘basics’,” says Chaure of 
Bajaj Allianz. 

Tanuj Kapilashrami, Head of HR 
at HSBC India, says: "The big chal- 
lenge would be learning and devel- 
opment because of the up-skilling 
and mindset shift required to do 
business in today's more volatile 
economic environments.” 

Clearly, the young workforces' 
participation is valued by many big 
organisations. 8 
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UNITED WE STAND 


Communication with stakeholders such as shareholders and suppliers pays when it is 
proactive, aimed at providing transparency and solutions. SHALINI S. DAGAR 


AD NEWS SELLS, AND SELLS 
well. Last fortnight, soon 
after DLF announced its 
third quarter results, Vice 
Chairman Rajiv Singh 
was all over the newspapers and 
television channels. Not only had 
DLF reported a near 70 per cent 
decline in profits over the previ- 
ous year's Q3 figure, Singh also 
pointed out to a grim future, too. 
Most of what Singh had to say 
undoubtedly pummelled the DLF 
stock—it fell to new lows of nearly 
a tenth of its peak value. Singh had 
probably decided to bank on the 
strategy of direct communication 
realising that some straight talk was 
way overdue in the real estate sector. 
Investors and shareholders 
apart, companies have to keep 
other stakeholders like customers, 
suppliers, dealers and lenders also 
informed. *While the project de- 
partment is in constant touch with 
contractors, the customer relations 
department is sending out mails to 
our consumers. If things get diffi- 
cult, then we organise site visits," 
says a senior Unitech official. 
Today, the urgency of the situ- 
ation has changed the tenor of 
communication. R. Seshasayee, MD, 
Ashok Leyland, says communicat- 
ing “more” in difficult times may be 
a cliché but it is important to keep 
channels open. “It takes commu- 
nication to sustain relations and 
trust, especially when the short- 
term stakeholder interests do not 
seemingly align,” he says. His ex- 
ecutives are spending more time 
with customers, giving advice on 
fleet management, and interacting 
more with dealers. 
“Proactive Communication is 
always the preferred option,” says 
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Genpact's Executive Vice President, 
V.N. Tyagarajan. "The intensity 
increases in times such as these." 
And it helps business, too. From 
weekly reviews and strategy ses- 
sions with customers, Genpact 
came up with a product set to help 
clients save cash, turning adversity 
into opportunity. 

The automobile sector has seen 
plenty of bad news—and commu- 
nication—as demand ran out of 


gas over the past few months and 
pain cascaded down the supply 
chain. Deepak Jain, Senior 
Executive Director of auto lamp 
maker Lumax Industries, says: *We 
called our main supplier and asked 
it for a revision in payment terms." 

A lot is mutual give and take. As 
Sudam Maitra, Executive Officer, 
Supply Chain, Maruti Suzuki India, 
says: "Without a cost reduction, 
you cannot ask for a price reduc- 
tion." Maruti rolled out its *one 
component, one gram" programme, 
getting each vendor to make its 
component or sub-component one 
gram lighter without compromising 
functionality. Maruti expects to 
save Rs 10 crore on annual sales 
and hopes to share it with vendors. 

Surinder Kapur, Chairman and 
Managing Director of the Sona 
Group, the steering systems ma- 
jor, says: "Real time market infor- 
mation is shared on production 
schedules, the inventories, retail 
sales, registrations and bank loans." 
Kapur also heads the Vendors' 
Council for Tata Motors. With 
payment delays coming up, such 
a mechanism helps. 

Attention to the problems of 
stakeholders is crucial, says 
Jnaneswar Sen, Vice President, 
Marketing, Honda Siel Cars. *Are 
we doing any fancy, innovative or 
earth-shattering things? Are we 
sending them flowers? No. We are 
still communicating through e-mails, 
telephones and meetings. What is 
important is the content and trans- 
parency," says Sen. Honda has 
managed to cut its dealers’ inventory 
holding costs by 40 per cent over 
June 2008, aiding their long-term 
viability. Now that is really walking 
the talk in these grey days. m 
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VETERANS — 


IN THE DOWNTURN 


JITENDRA SHARMA 


XPERIENCE IS THE BEST TEACHER: THAT IS ONE 

proverb that generations of students have been told 

to expand into an essay. Today, as the world's 

corporate landscape is scorched by the economic 

downturn, BT asked itself: why not check out 
some veterans who have survived severe crises? Never mind 
that the current downturn is being projected as the most 
serious in living memory, greater, perhaps, than the Great 
Depression. For yesterdays’ MBAs at the CEO’s helm, or the griz- 
zled captain who wants to hand over a ship in good condition, 
any anecdote can come in handy in uncharted waters. So, we 
heard Jagdish Khattar recount his bumpy ride at Maruti’s 
wheel, N. Srinivasan of India Cements re-live an acquisition 
spree gone awry, V.G. Raghavan of Essar talk on integration, 
D.D. Rathi of Grasim stress the basics, Ajit Balakrishnan of 
Rediff.com talk about hoarding cash and R. Rajendran of 
Lakshmi Machine Works speak on how too much money can 
derail you. Each of them had an interesting tale. 
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We reinvented 
ourselves 


JAGDISH KHATTAR 
MD, Maruti Udyog, from 1999-2008 


HIS CRISIS PERIOD (2000-01) 
m industrial slowdown 

m increased competition 

m Slump in market share 

m First and only loss 


WHAT HE DID 

m Cut jobs in some areas 

m Created new businesses to 
straddle market 

m Helped dealers, focussed on prices 


LESSONS LEARNT 

m Communicate clearly with all 
stakeholders 

m Stand by employees, vendors 
and dealers 

m Link incentives to things that matter 


HE LAST ECONOMIC SLOW- 
down, at the turn of this 
century, was a multiple 


whammy for Maruti Udyog. It 
was not merely the industrial slow- 
down, but also the new reality of 
rampant competition, resulting in 
a slump in our market share to 
45 per cent and a Rs 269-crore 
loss in 2000-01. 

We had to save the company... 
build on the successes of our past, 
pay the price for our shortcomings, 
venture into new areas of business 
like finance, insurance, accessories 


and find new ways of doing things. 
Above all, we had to persuade thou- 
sands of employees who had grown 
up in the belief that they were the 
best, as well as hundreds of man- 
agers and workers who had 
earlier been commended for being 
pioneers, leaders and path-breakers 
that they had to reinvent them- 
selves to survive. 

We took the call that the Indian 
car market was destined for rapid 
growth, and whenever that hap- 
pened, Maruti should be ready to 
harvest it. New businesses, two 
voluntary retirement schemes, dras- 
tic measures to increase worker 
productivity, and cutting costs 
sharply were just a few of the 
various new initiatives. 

But it was not easy getting the 
organisation to share the vision. 
For some time, management's 
actions seemed confused. Case in 
point is the vrs scheme which 
conveyed that we needed fewer 
people and lean operations. Yet at 
the same time, we were recruiting in 
service, sales and R&D. 

The existing incentive schemes 
were designed to reward workers 
who made more cars. With 
competition, the waiting periods 
disappeared and customers now 
had a choice. It was no longer 
how many cars one produced— 
rather, a variety of parameters 
influenced this decision. Incentives 
were now linked to sales, quality, 
productivity, etc. 

A large number of the senior 
people in the company, well- 
meaning as they were, wondered 
why a manufacturing company was 
venturing into services like 
finance, insurance, accessories, pre- 
owned cars, etc. We set up two 
groups consisting of middle and 
senior managers from various divi- 
sions. The Vistaar team, an internal 
team to spearhead the new forays, 
and AT Kearney, engaged by us, 
were told that before they brought 
up the business plans to directors, 


they would have to get them cleared 
by these two groups. It worked. 
When the plan was eventually pre- 
sented to directors, it was defended 
not so much by the Vistaar team 
as by the managers in those groups. 

For our dealers, the change 
from being a dominant player to 
one that was struggling in a flat 
market was shocking. From 
being distributors they now had 
to sell. There was a sharp fall in 
profits. Some were incurring losses. 
We met them, individually and in 
groups, and heard them vent their 
anger. We said the cycle would 
turn and business would look up. 
We did workshops on how to 
improve profitability, showed them 
the huge opportunity in new serv- 
ices, offered to train their sales 
force, and supported them with 
sales promotions. 

The rules of the game had 
changed drastically for component 
suppliers. Earlier, when we launched 
a model, the prices of its compo- 
nents were fixed according to their 
import price. As we tried to keep 
the final price of the car on a tight 
leash, we moved to “target pric- 
ing”. For instance, we would decide 
that a 1,000cc car could not be 
sold for more than Rs 3.4 lakh. 
Then we worked backwards—to 
sell it at that price, what should be 
the price of each component. We 
had two or three vendors for each 
component and asked them to 
match the target price. The nearest 
quote was selected. 

We used the last downturn as an 
opportunity. Our objective, now 
redefined, was clear to us. However, 
the task ahead of aligning any 
issues that the stakeholders may 
face due to this redefinition was 
addressed by effective communica- 
tion and a buy-in from every 
affected stakeholder—perhaps the 
reason why Maruti has not reported 
another loss, and its market share 
has stayed above 50 per cent. 

AS TOLD to KUSHAN MITRA 





We multiplied 
cash reserves 


D.D. RATHI 
Director & CFO, Grasim 


HIS CRISIS PERIOD (Late 1990s) 
s Mounting costs 

m Several unviable units 

m Review of business strategy 


T HE DID 
m Brought focus into capital allocation 


m Restructured debts, buttressed 
cash-reserves position 
พ Adopt organic and inorganic growth 


m Avoid excessive leveraging and 
asset-liability mismatch 

m Focus on profitable growth, not 
growth at any cost 


m Build capacity for the future 


OBODY LIVING HAS ACTU- 

ally experienced the 

Great Depression of 

1929-30, so the current eco- 

nomic crisis can be termed as 

unprecedented and far greater 

than what happened in the 

1990s, says D.D Rathi, Director 
& CFO of Grasim Industries. 

"We at Grasim are currently 
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in a much favourable situation 
and all thanks to what we have 
been doing over the years," says 
the veteran. 

“In the late '90s, the first thing 
that we did was to multiply our 
cash reserves position. We did 
ordinary things but in an 
extraordinary way,” he recalls. 
So, we increased cash flows and 
restructured debt. “We started 
restructuring... to concentrate on 
the two core businesses of 
cement and viscose staple fibre 
(VSF) to attain global size, global 
competitiveness and leadership 
position,” he says. Grasim also 
shut down units that were not 
viable and exited businesses that 
did not make sense for it. 

“While we invested in 
acquiring business, we also 
divested to generate additional 
cashflows,” Rathi says. Grasim 
emerged as the fastest-growing 
cement company in India, and is 
now among the world’s top 10. 
In 1999, its cement capacity was 
6 million tonnes; by the end of 
2008-09, it will have close to 
49 million tonnes. 

Grasim also rationalised its 
manpower in those tough times 
and cracked down on costs, the 
aim being to become globally 
competitive. The company also 
brought focus into its capital 
allocation strategy, and adopted a 
mix of organic and inorganic 
growth along with a good risk 
management strategy. 

For the present, Rathi says: 
“The company has a strong cash 
reserve position and very low 
leveraging”. So it can raise large 
resources to spend on any growth 
opportunity coming its way. 

“We are also currently 
focussing on increasing capacity 
use, cutting costs and managing 
cash flows better, to continuously 
enhance capital and manpower 
productivity," he says. 

ANUSHA SUBRAMANIAN 
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We conserved cash, 
put it to good uses 


AJIT BALAKRISHNAN 


Founder, Chairman & CEO, rediff.com 


N OCTOBER LAST YEAR, AJIT 
Balakrishnan, Founder, 
Chairman & CEO of 
rediff.com, one of India’s leading 
news websites and Internet com- 
panies, was in his New York 
office. He recalls looking out 
at the mayhem on the New 
York Stock Exchange. Back in 
India, the first thing he did was 
to address the 250-odd em- 
ployees at rediff.com’s Mumbai 
office. He told them a tidal 
wave could be headed for 
Indian shores and trigger an 
economic slowdown. 
“Everybody was skeptical. I 
simply told them: Nothing to 
worry. This is the seventh 
recession | am witnessing in my 
work life. But it's not the end of 
the world as it would seem to 
all of you who are witnessing a 


HIS CRISI D (2000-01) 

พ Recession in Internet business 
within weeks of listing on NYSE 

m Standing up to more resourceful 
competitors like Google and Yahoo 

m Innovating in difficult times 


T HE DID 
m Invest in new services when 
bigger rivals wouldn't 
m [his helped the company build 
an edge 
m Shut down unviable projects 


LESSONS LEARNT 

พ Conserve cash and be patient 

m Shed staff hired at bloated 
salaries 


m Appraise even pet projects critically 


recession for the first time," 
Balakrishnan recalls. Stay calm, 
he said, and do the right things. 

Rediff.com was listed on the 


NYsE in 2000, five years after it 
was founded and just when the 
“Tech Wreck" began. Balakrishnan, 
then based in the us to understand 
the listing rules, could see it was a 
bad time for Internet companies, 
many of which had to fold up. 
Although he was confident about 
the Net's future, he could “sense 
the disbelief about the Internet and 
business on the Net." 

*What we did was to be careful 
in conserving cash. We were sit- 
ting on a pile of cash... $60-70 
million... which we got after listing. 
We decided to use this money care- 
fully. And 18 months later things 
turned around," Balakrishnan says. 

He feels a recession is a great 
time in which to innovate. At that 
time, the marketplace had only 
international players such as 
Google, Yahoo and MSN. But they 
were not investing in their busi- 
ness. Rediff decided to put its 
money to good use. 

"We thought we should do 
something that will give us an edge. 
We first invested in building the 
news site, which became a leader, 
and also invested in rediffmail, 
which later went on to become 
one of the leading Indian e-mail 
service providers," he says. 

So, what should companies do 
now? Be patient, for one. *One 
cannot say how long this recession 
is going to last. One has to wait 
and watch patiently," says 
Balakrishnan. 

Then, adjust cost structures a 
lot. “If you have committed the 
sin of employing people at bloated 
salaries, this is the time to correct 
it," he says. At the same time, CEOs 
should shut down pet projects that 
are just pipe dreams. 

His message to youngsters: "I 
see this recession as a midwife be- 
tween one era and other... you ex- 
perience pain just like a woman 
does in her pregnancy. But, even- 
tually, there is a happy ending." 

ANUSHA SUBRAMANIAN 


R. RAJENDRAN 
CFO, Lakshmi Machine Works 


OR THE COIMBATORE-BASED 
bes machinery 

manufacturer, Lakshmi 
Machine Works, the early '90s 
(especially 1995-96) was, indeed, 
a golden period. Order books 
were full and buyers had to 
sometimes wait for a year. LMW 
had no debt on its books—cus- 
tomers actually paid an 
advance when placing an 
order. It appeared that nothing 
could go wrong. So, the cash- 
rich LMW diversified into steel- 
making and set up SISCOL, an 
integrated steel plant. Its share 
of the investment was Rs 145 
crore, part of it funded through 
borrowings. In 1997, things went 
horribly wrong. The textiles 
industry slumped into a reces- 
sion, the longest in its history. 
Orders dried up, sales fell and 
the interest burden (on account of 
SISCOL investment) pulled down 
the bottom line, leaving it with 
marginal profits. 

“An organisation should use 
its resources optimally even dur- 
ing a boom," says R. Rajendran, 
CFO, LMW. In a downturn, there 
is very little one can do on the 
market front. Some internal 
measures can be resorted to. 
“Inventory management, for 
instance, saves the day in a bad 


Use resources well, even in boom 





HIS CRISIS PERIOD (1997-2003) 

m The longest slump in the textile 
industry 

m Fallout of a failed diversification 

๒ Shrinking sales and orders 


LESSONS LEARNT 
พ Use resources optimally even 
during good times 


market as it aids better cash flow 
and reduces inventory carrying 
costs,” he adds. 

LMW managed to shore up 
its finances during the revival in 
domestic demand in 2004-08 
that followed a government 
initiative: the Textile 
Upgradation Fund to mod- 
ernise the textiles industry. In 
fact, it sold its stake in SISCOL to 
the Jindals in 2004 and is a 
zero-debt company again. “We 
are today better prepared to 
face the current downturn,” 
Rajendran says. 

N. MADHAVAN 
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Fxpand but fund it right 


N. SRINIVASAN 
Vice Chairman & MD, ICL 


HIS CRISIS PERIOD (2002-05) 
m Capacity glut and diving demand 
๒ Managing the consequences of a debt-funded acquisition 


WHAT HE DID 

m Cut costs and shed excess labour 

m Sold the shipping division 

m Ensured that leadership retained confidence of key executives 


LESSONS LEARNT 

m Never expand in a fractured market using debt 

m Leadership should always inspire confidence in employees 
m An element of paranoia helps 


OR INDIA CEMENTS, SIZE AND CRISIS CAME IN 
short succession. Fuelled by acquisitions, mostly 


hostile, its capacity shot up from just 2.80 
million tonnes in 1997 to 10 million tonnes by 
2001. This Rs 1,600-crore acquisition spree was 
funded mainly by debt. Meanwhile, the govern- 
ment's decision to do away with sales tax exemption 
with effect from the year 2000 triggered a sudden 
mad rush to add capacity before the incentive ended. 
Result: ICL suddenly faced a glut in capacity and 
not enough demand. Prices crashed. ICL’s losses 
piled up, crippling its capacity to service debt. In just 
one year (2003-04), it posted a loss of Rs 307 crore. 

"Our decision to increase market share (through 
acquisitions) in a fragmented market through debt 
turned out to be a mistake. When the prices fell 
we were caught in a mess. We had to cut costs, 
reduce staff, sell our ships... fortunately, the market 
turned favourable soon," says N. Srinivasan, Vice 
Chairman & Managing Director, IcL. Also people 
must have faith in the leadership. Only then will key 
people stay on during a crisis. “When a ship is 
caught in a storm, all hands must be on the deck," he 
says. Most importantly, an element of paranoia 
helps. *The level of competition is such these days 
that you cannot afford to relax. Your antenna must 
be on alert always. This helps to get the best out of 
everyone, including yourself," he adds. 

N. MADHAVAN 
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We drew up a three- 
pronged strategy 


V. G. Raghavan 
CFO, Essar Global 
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HIS CRISIS PERIOD (Late 1990s) 
m Steel prices crashed just when big projects 
were being set up 


WHAT HE DID 

m integrate end to end 

m Got mines, set up retail for value addition 

m Squeeze out savings from production processes 


m An intermediate producer cannot control raw material 
costs or set retail prices 

m Raw material sources should be diversified 

m Borrowings should be reduced 


TEEL COMPANIES HAD A HARROWING TIME IN THE 

late '90s when steel prices crashed at a time 

when they were setting up big projects. Essar 
Steel, part of Essar Global, managed to emerge in one 
piece. V.G. Raghavan, cro, Essar Global, recalls: 
“We had drawn up a three-pronged strategy to survive 
the downturn." Essar integrated operations from 
iron ore to ready-to-market products, cut costs, 
including interest, stepped up production by im- 
proving processes, and began making value-added 
products that it retailed through its own hypermarts. 

The lessons he learnt? *The industry is cyclical and 
we have to equip ourselves to face the downturns with 
conservative leverages," says Raghavan. 

Raghavan explains: “In order to survive the 
downturn, we have to become an efficient producer 
in terms of cost and keep leverage low.” 

“The measures that we have taken earlier are 
holding us in good stead now,” says Raghavan. “We are 
still seeing a 5-6 per cent growth in consumption and 
the situation as of now is not bad as it was then. We are 
in a more controllable situation,” he adds. 

ANUSHA SUBRAMANIAN 
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A big dip in confidence is causing Indian consumers 
to stay at home and spend less. They are severely 
affecting not just businesses but the one group they 
didn't count on hurting—themselves. pujA MEHRA 


$ N ILLITERATE OLD MAN 

'À in Mumbai runs a brisk 

[ W trade selling pakoras at 

/ ^ a busy intersection. He 
a Menever watches TV and 


cannot read, but is smart enough to 
push his sales with clever pricing 
options. As his profits increase, he 
branches out into other snacks, 
recruits support staff and even 
begins delivering to nearby homes. 
At some point of time, he manages 
to save enough money to open up a 
small shop. 

One day, the old man’s well- 
educated son—thanks to his father’s 
hard work, he’s enrolled in a local 
management programme—asks his 
father, “Dad, aren’t you aware of 
this thing called the meltdown?” 
“No,” the father replies, “but tell 
me about it.” The son quickly runs 
through the recent chain of events: 
subprime fiasco, bank failures, global 
recession, slowdown in India, 
decline in exports, car sales and a 
whole host of other things that are 
too complicated for the old man to 
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digest. But he gets the drift. Business- 
wise, things are getting bad. The 
father immediately cuts down on 
the variety of snacks and reduces 
staff. Fewer people stop by to eat. 
Sales drop rapidly. The father 
gradually looses enthusiasm for the 
business and closes shop. 

Some of the details in this made- 
up story are perhaps improbable— 
who, for instance, doesn’t watch 
television in India?—but the basic 
premise gives a very coherent picture 
of the psychology of consumers and 
business owners today. Much like 
consumers who were caught in 
severe financial meltdowns such as 
the Great Depression of the 1930s in 
the Us, or the Asian meltdown in 
the late '90s—a serious crisis of 
confidence is now gripping Indian 
consumers who are spending less in 
the face of economic uncertainty. 
This is grim news for businesses that 
have had to contend with a steep 
drop in sales and are now forced to 
shut shops and fire employees. 
Problem is, when fewer goods are 
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A serious crisis of confidence 
about the slowdown is now 
gripping Indian consumers = 


LEAL tere eT Tie 


They are spending less on 
food, clothes and celebrations, 
says BT Demand Survey 


This is curtailing product 
launches and expansion 
plans for businesses 


The government's stimulus 
packages are trying 
to reverse this process 


produced, less income is generated, 
further decreasing spending ability as 
well as consumer confidence, thereby 
worsening the situation in a deadly, 
never ending vortex. 

Following swiftly on the heels of 
the us, India is going through a 
crisis of consumption. Though the 
rate of consumption growth had 
almost tripled through the past few 
decades—from only 
vear in 1970-71 to 8. 
2007-08—a deceleration in this 
growth is almost certain in the 
current year . 

Naturally, this cutback in 
consumption is putting people on 


) per cent a 
5 per cent in 


edge. “I am suffering from Recession 
Depression," complains a top 
investment banker who savs that he 
can't remember the last time he 
closed a deal. *Forget cabs, five-star 
hotels and lavish office lunches, I’m 
carrying tiffin,” he complains. The 
slowdown has meant fewer trips to 
his hair salon and a resolute avoid- 
ance of end-of-the-season discount 


purchases. Clearly, this banker has 


lost his sense of job security and his 
appetite for shopping. 

Other professionals across the 
spectrum seem to echo these woes. 
“I have been dithering for a while 
now on my much-delayed car 
change,” says Shariff Khan, an auto 
engineer-manager in Pune. For the 
last five years, head hunters 
badgered Khan with offers, which 
he gave little time or attention to. 
Then came the slowdown, and in 
early February, Khan decided to 


spruce up his resume, the first time 
NISH | NG CONSU M ER in a decade. He also activated his 
dormant IIM Ahmedabad and tT 


BT s Demand Survey of consumers shows that a loss of confidence Delhi alumni networks. “You never 

















rather than income is triggering consumption cuts. know," says Khan. (see Job Loss: 
Respondents tell us what they've cut back on: Are You Next?, page 42) [his 
Out-of-city travel 16.7 sudden loss of job security seems to 
Outside food j En ค ด.2 ะ ระ ค ร พ ๒ ร ณ ร 5.« Sr es rte cenam 14.1 be sweeping the corporate land- 
—— — 0 5 7 — T SI scape in India. *Unless you're sure 
Entertainment 13.3 you won't lose your job over the 
น 7 — 10.5 next 3-4 quarters, you're not going 
Donations j=» == ome === FY to buy a new house or car,” says 
Owned a — t Siddhartha Roy, Chief Economist, 
W... —s .s.Ü-— mk- Figures are % of respondents that Tata Group. Psychologist and 
Public transpot!) — © 6 have cut spending on each category — author Judith M. Bardwick calls 
this a psychological recession, “an 

While income has shrunk only for a few, most are low on confidence... emotional state in which people 
d VT feel extremely vulnerable and afraid 








16.8 Not as affected for their future." 
So, how exactly are people 


saving to get them through these 

3.1 Can't say bleak times? The gr Demand Survey 
shows that out-of-town travel and 
outside-of-home food is what 

...and uncertainty about future incomes has dented spending... people are cutting back the most 
af on. An increasing number of pub- 
and-bar goers have downtraded to 
17.5 By 20-50% cafes. Spending on clothes, footwear 
5 By morethan50% and celebrations have shrunk, too. 


29.6 Not shrunk 







34.1 Not Uncertain 


1.7 Can't say Footfalls—which is not the same 
2.8 Can't say : , ' à 
as buyers—for Shoppers Stop 
during April-September 2008 were 
...Causing only a few to be optimistic about the future. up just 1 per cent. Thirty-year-old 
x 28.6 Situation will Parul Ahluwalia, a private bank 
33.9 Still won't spend ร executive, is restricting her 
20.2 Get worse wedding celebrations to two days 
ure instead of three. One of the 
= aM 4 Can't say +A 20.7 Remainsame ceremonies is now to be held at a 
2 Figures are % of respondents from 416 participants (mainly from cities) in the online BT Demand Survey conducted during the temple. “Though I may be able to 
< first wook of February 2009 keep my job, there surely won't be a 


bonus," says Ahluwalia. 
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witing the best brains 
in the country to 


QUIT their JOBS... 


WORKING EXECUTIVES are invited {N One Year Global Programme In Planning & Entrepreneurship 
to apply for IIPM’s unique 


Eligibility : Minimum three years of work experience after graduation M B A Making them eligible for an 
I Degree 


From International Management Institute, Brussels, Europe 






„and undertake a global journey to 
upgrade their lives & career! 
66 This programme is the foremost global executive education 
programme in India with excellent exposure to the world's best, 99 


Management Guru, Arindam Chaudhuri is the best selling author of Count Your Chickens Before They Hate 


The Programme : Widely acknowledged as the leader in providing global exposure to students, the 2008 ZEE Business survey of India's Best B-Schools ranked IIPM as the 7th Best B-School in India 
and ranked it the No ] B School in India n Global Exposure At the first ever 2008 Rest E Sc hoo! Awards In ndia organised by Dei [ an Herald IIPM Was dw AT led ind d Mi St Innoy jT yer น fi 
Unique Course Contents and Global Exposure. At the DNA Innovative B-School Awards IIPM was awarded the ‘Best B-School in India in the nan IIM category and IIPM Delhi was awarded the B-School witt 


Highest International Placements for its record 125 International Placements for the class of '08 ( which was higher in number than any of the IIMs or ISB) 

In its endeavour to break new grounds in education in India, IIPM is proud to announce its first Global Executive Programme in Planning and Entrepreneurship. The programme par! 
unique course spread over 1,400 contact hours in the space of twelve months, m iking it the most rigorous and superior Executive Programme taught anywhere. The programme v 
focus on Economics, Entrepreneurship, Le idership & Personality Development, along with a compulsory specialisation in Marketing. A unique combination of major electives in Finance and HI 
n M 


super specialisations in Wealth ^ Manage ment, International Marketing Supp ly Chain Management, MIS and IT etc, make up for the rest oT the course 


Students must compare IIPM's course contents with those of ISB, IIMs and other leading Global B-Schools to realise the superiority of the 
IIPM programme! Rush to the nearest IIPM campus and our Faculty and Deans would be pleased to explain you more on the same! 
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What makes the programme perhaps most unique and distinct from any other similar programme in India is the compulsory International Programme on Global Management that the students w ler] 
at one of the top 20 Global B-Schools like Haas School of Business, Darden School of Business etc. At the end of the programme, all the students will be eligible for a certificate in Advanced Global Manage 
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conducted along with faculty from NUS leading to a Professional Certificate in Investment Banking 
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understanding of how global businesses work. Over and above that, a high emphasis will be given on the personality of the student and his emotional quotient 
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BUSINESSES UNDER SIEGE - 


A BT-CII Demand Survey of producers shows that disappearing 
demand is their biggest concern. 


Almost 90% of the businessmen polled have seen demand drop. 














No drop เก demand} 11.6 
Less by 10% 16.3 
By 10%-20% 20.9 
By 20%-30% 23.3 
By 30%-40% 4.6 
By 40%-50% 18.6 
By more than 50% 4.6 
Producers blame confidence levels. Few think a recovery is imminent... 
HURDLES TO RECOVERY | 
Expensive credit|- 4.6 27.9 Situation will im 
Unavailabiity of credit 16.3 — 
Lack of consumer 69.8 37.2 Will worsen 
Fall in demand! 4.6 34.9 Will remain the same 
Can't say iW 46 
...and price cuts to lure customers have impacted margins... 
| No drop in margins 18.6 
A 98.2 Have cut prices Less by 10% 26.3 
30.2 Not yet By 10%-30%| 46.5 
๒ | ! By 3095-509; เพ ๒ 7 
| 11.6 Thinking of reducing By more than 50% พ 4.6 
...triggering both layoffs and cancellations of capex plans... 
t | 
16.3 Haven't Capita 
18.6 Waiting and watching 
2.3 Can't say 
„causing inventories to climb and production to stall. 
LL 39.5 No production cuts) 2-[ โ [พ โน ท < 30.2 
By 0-10% By 0-20% pun ส อ ะ ร ะ ก ระ แส ร ร 9 32 6 
By 10%-20% By 2036-50 lasse mmn 219 
By 2095-4036 By more than 50% แพ พ พ 7 
By 4025-5036 Can't sayjm 2.3 


Figures are % of respondents from 43 Cll members polled 





This hesitation to spend is 
causing serious pain for businesses. 
A BT-CII producers’ survey shows 
just how bad the news is. Demand 
has shrunk for 90 cent of the 
respondents in the survey. Nearly 70 
per cent rated lack of consumer 
confidence as the biggest economic 
problem today—several notches 
above credit unavailability. *Less 
than half the inquiries are convert- 
ing into sales," rues Rajiv Mitra, 
official spokesperson for the 
second-largest car maker Hyundai, 
although he says that the company 
has fared better than its peers. Sales 
are down at all price points for the 
car maker. “The big real estate 
developers used to be big buyers 
but we aren't seeing them any 
more," says Manishi Sanwal, GM, 
Louis Vuitton Moét Hennessy 
Watch & Jewellery India. The lux- 
ury product maker isn't too alarmed 
yet, but admits that the small and 
medium entrepreneurs aren't flock- 
ing to its outlets any more. 

Consequently, companies are 
making some painful decisions. 
Ramesh Srinivasan, Executive 
Director, KPMG, says that compa- 
nies are cancelling new product 
launches and cutting back on 
expansion plans. Retail chains, for in- 
stance, are shutting down stores. 
“It’s no longer wait-and-watch, but 
cancel,” he says. “An economy that 
was expanding at 10 per cent growth 
now has to adjust to 5 per cent 
growth,” says Subir Gokarn, Chief 
Economist, S&P, India. Latest avail- 
able data on capital expenditures 
from the CMIE indicate that for June- 
September '08, as many as 45 
investment projects worth Rs 42,700 
crore were abandoned or shelved, 20 
more than the same period last year. 

Cutbacks in production and 
consumption mean that offices have 
become stingier. The handset 
allowance for all of B.K Modi 
Group's mid-level officers is down 
from Rs 10,000 a year to Rs 3,000. 
"Foreign magazines were discon- 
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SPEND MORE TO 
KEEP YOUR JOB 


An axed job or a purse-string tightened contracts 
a single household's spending, spawns losses and 
distress across the economy. Here's an example. 








° 
0-20% cut on 
Personal Care 
Spent about Rs 3,000 on an 
average, per trip, which he made 
twice in six months for hair cuts, 


treatments and colour, massage 
and sun tans! 


At the nucleus of the web is 32- 
year-old graphic designer, Aditya. 
This hip and with-it single man 
earns Rs 25 lakh a year and is 






| ted: Kaya and L'Oreal 
admittedly an impulsive n < "P Ciis, Big Bazaar i 
shopper—he’s especially fond of K LAN 
Pacific Mall in East Delhi. "Not ii 


one pair of my jeans bore a price 
tag of less than Rs 3,000,” he 
proclaims. A string of events that 





on cut on 


began in early September 2008, Spent about Rs 1,000 a 
however, has changed Aditya's eas 
spending habits. First, a broker impacted: ITC's Classic 
update on the falling market value Regular, Minolta cigars 
of his mutual fund investments “the Capital 


left him feeling poorer. Then, his 
best friend, a banker with a top 
foreign firm in Gurgaon, got fired. 
And finally, since January, the 
media house he's employed with 
is consistently handing out pink 
slips. Though Aditya still has his 
job, offers for freelance work are 
getting fewer with every passing 
month. Aditya's income is 
shrinking, So is his spending. He's 
unsure of his earnings, or the 
outlook for the economy as a 
whole in the coming months. "It's 





too hard to understand and is 20 50% 
bleed - O cut 

confusing," he says. The job cuts on Entertainment 
have created a sense of fear in A film buff, Aditya habitually watched 
him. In response, every unspent the latest Bollywood and Hollywood 
rupee he’s holdin <i levis flicks. An outing, including the 

p ; « Ë . ¿ “mandatory” pop corn and fizzy drinks, 
lowering earnings and increasing cost Rs 400 
uncertainty elsewhere in impacted: PVR, UTV, Adiabs 
the economy. well, the entire 


film industry 
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90-80% cut 






on Outside Food 
80% - Aditya ate " at least en week 
; at a variety of restaurants, splurging 
on Big Purchases - Rs 400-500 per outing on 
Aditya was thinking of buying an average 
PE & — Xylo, Impacted: McDonald's, Pizza Hut, 
going to anymore China Fare and Chonas in Delhi's Khan 
Impacted: M&M, auto component Market, Chor Bazaar on Delhi's 
and accessory makers, Aruna Asaf Ali Road 
car financier and 
dealer 
° 
20-50% cut on 
Food At Home 
The monthly kitchen ran into 


budget 
_ Rs 15,000-20,000, thanks to the 
imported pasta, cheese and olive oil, 
pre-cooked food, ready-to-cook 
veggies, etc 
Impacted: ITC's Kitchens of India, 
various retail outlets of imported 
food stuff at Khan Market 
and Big Bazaar 


90-80% cu 
Celebrations 


on 
Birthdays, festivals, holidays and 
important days, all meant spending 
more than Rs 1,000 per person on 
drinks, dinner and dancing out at high- 
end restaurants and bars 
impacted: Agni at The Park Claridges, 
Metropolitan Nikko, Turquoise 
Cottage, The Clark at the 





20-50% cut on 


Clothing and Footwear 
At the change of seasons, Aditya 
shopped for shoes and clothes, whether 
or not his wardrobe held usable brand 
new apparel. The bill: Rs 4,000-6,000 
a month on an average 
Lee, Levi's, Octave, Nike, Reebok, 
UCB, Tommy Hilfiger, Caterpillar and 
other outlets around the Capital, 
especially at the 
Pacific Mall 


Pacific Mall 


Aditya is a Delhi-based 
respondent to the BT Demand 
Survey. BT spoke with him to 
get details of his changing 
spending habits. The examples 


of specific brands and outlets 
used relate to his consumption 
basket. This is only an extreme 
example to show how 
individual actions create 
economy-wide ripple effects. 











tinued about the same time toilet 
paper was withdrawn and the joke 
was that the office didn’t want them 
misused,” says Ramanathan Bhat, a 
mid-level employee at a Bangalore- 
based CA firm. An unforeseen 
consequence of all of this is a rise in 
office politics; bosses are getting 
bossier. “Would you believe, | 
bumped into my arch rival at the 
shrink's last weekend," says a senior 
manager of an export house. Turns 
out, acute insecurity and sleep loss 
are the common diagnoses for both 
since only one will keep his job. 

So, who looks like they're 
doing okay? Rural and semi 
urban India seem to be immune to 
the “won’t-spend” virus. Sales of 
electronics, especially colour TN 
sets and soaps and shampoos, con- 
tinue to remain healthy. “Newer 
markets beyond the top 35 cities 
are booming for us,” says Ruchika 
Batra, official spokesperson for 
Samsung Electronics. 

The urban poor, however, are 
just as vulnerable as the upwardly 
mobile classes. 23-year-old Ravi 
Yadav, a flower-garland seller in Old 
Delhi, took home unsold flowers 
every single day in January. Gulabi, a 
28-year-old sex worker in Mumbai’s 
red-light area of Kamtipura, where 
hourly rates go up to Rs 3,000 says: 
“The amount of work has doubled 
but rates have halved.” 

Ultimately, this dangerous 
whirlpool effect of a consumption 
drop leading to a supply slide—and 
therefore more layoffs and more 
economic pain—can become a 
crippling, vicious spin cycle. This is 
where the government’s stimulus 
package can become vital bridges 
between short-term economic 
uncertainties and longer-term 
prosperity (For more on ‘bridges’, 
see page 26). Still, stimulus packages 
can only do so much. For a quick 
recovery, consumers need to put 
aside apx xalyptic visions of the future, 
and go out and do what they've been 
best at so far—spend money. t 


MARCH 8 2009 BUSINI TODAY 8] 


bt economy 


MANAGING 
BANKRUPTCY 









It's time India introduces an efficient mechanism to deal with personal 
bankruptcy cases, which will only abound as the EMI culture spreads. 


MANU KAUSHIK 


HE WORST THING 

about losing a job— 

and more so dur- 

ing a downturn— 

is getting a handle 
on the EMIs. No working mech- 
anism to deal with personal inso- 
lvencies and bankruptcies exists 
even though EMis have replaced 
MRPs for most big consumables. 
[n fact, the big question of deal- 
ing with EMIs is just hanging 
above the heads of each of the 
steadily growing army of fired 
men and women. They are at a 
complete loss on how to get 
banks to keep their loans alive 
and restructure the repayment 
schedules. Banks, on the other 


Easy liquidation: O 





the rest from his pocket. Soon 
after, he got a luxury sedan 
financed, which increased his 
liabilities by another Rs 7 lakh. 
Then Chawla's troubles 
began. In December 2008, his 
company, like most real estate 
companies, began retrenching and 
handed him the pink slip. Today, 
clearing the debt against his name 
is a daunting prospect for Chawla. 
After paying up EMIs to the tune 
of Rs 28 lakh and Rs 4 lakh on 
home loan and car loan respec- 
tively, his total debt outstanding is 
around Rs 45 lakh. *One option 
for me is to request the bank for a 
6-7 month moratorium on the 
EMI payments. If the bank wants, 


they can charge me a higher rate 
of interest during this period," 
he says adding that there have 
been instances in other countries 
where banks have used such 


hand, have no sure means of seg- 
regating the non-willful from DEALING WITH 
willful defaulters. The net result: BAN KRUPTCY 


growing bad loans for banks and — personal bankruptcy procedures 


hassles—and needless shame— need a major overhaul in India. 
for the hapless pink-slipped. 


Take the example of Ranjeet 
Chawla (name changed), till 
recently a Senior VP with a Delhi- 
based real estate company. After 
doing his MBA in 1995, he joined 
as an assistant sales manager. 
Ambitious and hardworking, 
Chawla rose through the ranks 
quickly. His compensation, too, 
grew manifold—his last salary 
was Rs 60 lakh per annum. 

In 2005, Chawla bought a 
house. The value of the flat was 
Rs 85 lakh; so he decided to take 
a loan of Rs 70 lakh and paid 
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Mechanisms for "d 
detection of persona 
bankruptcy are imperative 


Special bankruptcy courts with 
trained judges required 


Need to expedite resolution of 
insolvency proceedings 


Stipulate guidelines to segregate 
willful default from non-willful 
default on loans 
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Moratoriums on EMIs should 
be granted through pre-specified 
or negotiable clauses 


1 


........ 


.*........ 


practices based on the good credit 
history of their customers. “None 
of that has come to India as yet, 
though we have imported the 
mortgage culture,” he adds. 

[n India, people like Chawla 
miss out on another option: filing 
for a personal bankruptcy. The 
objective of the exercise is to 
give individuals a “fresh finan- 
cial start" by discharging many of 
their debts— this is done by liq- 
uidating assets of debtors and 
giving it to the creditors who are 
first in line for repayment. Any 
debts that remain are cancelled. 


Of course, while bankruptcy can 
relieve you of debts, there's a 
price to pay. Once you file a 
bankruptcy, you can't borrow 
money from the banks in future 
to start your own business as you 
have already been blacklisted. 

In the West, it's common- 
place for individuals to invoke 
the personal bankruptcy 
provisions. Indeed, in the us, 
recessionary conditions have led 
to a surge in bankruptcy filings in 
2008. The American Bankruptcy 
Institute said overall consumer 
filings rose to 1.06 million in 
2008, compared with 8,01,840 
during 2007. It's a relatively un- 
heard and misunderstood con- 
cept in India, though. Blame it on 
social conditioning and effete 
laws. Says Sumant Batra, 
Managing Partner, Kesar Dass 
B. & Associates: “In India, bank- 
ruptcy has a social stigma at- 
tached to it. If you take a look at 
the West, you'll find that bank- 
ruptcy filings are common there." 
Simply put, invoking a personal in- 
solvency in a court helps a person to 
settle all his/her dues against 
creditors amicably. 

Ineffective laws, too, are a 
major hindrance. In India, 
generally, the personal insolven- 
cies are typically resolved out of 
court by the traditional methods 
such as restructuring of loan or 
waiving the interest due or settling 
for partial repayment. This is 
largely due to the complexity of 
the legal framework. 

It's not like there aren't any 
bankruptcy laws. There are two 
Acts—Provisional Insolvency Act, 
1920 and Presidency Towns 
Insolvency Act, 1908—that 
specifically deal with personal 
bankruptcy. However, these laws 
were enacted at a time when the 
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personal credit markets were not 
evolved. “Today, the country is ex- 
periencing a massive growth of retail 
loans, housing loans and credit card 





“The country is experiencing massive growth of retail, housing loans 
and credit card users. More effective procedures and laws are required.” 


Harsh Roongta/ CEO, Apnaloan.com 


users. More effective procedures and 
laws are required,” says Harsh 
Roongta, CEO, Apnaloan.com. 

So, what needs to be done? To 
begin with, experts say, the gov- 
ernment should take the lead in 
setting up special bankruptcy courts 
with judges trained specifically to 
deal with issues related to personal 
bankruptcy. Then, there is the need 
to dispose of cases quickly. “It’s 
both tedious and time-consuming 
procedure. Typically, it takes 4-5 
years before everything comes to 
an end,” says Roongta. 

Another important step forward 
would be the introduction of clear 
cut guidelines and procedures to 
distinguish between willful and 
non-willful defaulters. So far, the 
use of personal bankruptcy law has 


“In India, bankruptcy has a social stigma attached to it. If you take a 


look at the West, you'll find that bankruptcy filings are common there" 
Sumant Batra/ Managing Partner, Kesar Dass B. & Associates 


been made for all the wrong rea- 
sons. Instead of being used in the 
bona fide circumstances such as job 
loss or critical illness in the family, 
most of the personal insolvency cases 
are filed by high-profile individuals 
who can pay, but misuse the law to 
wriggle out of their commitments. 
Says Batra: “Right now, a court app- 
ointed receiver takes the call on the 
merits of the case. Since profession- 
als are not involved, it often leaves 
scope for the misuse of the provisions 
of the law by unscrupulous elements. 
This has to change.” 

The existing laws also need to be 
modified. “With the EMI culture 
spreading, defaults will only rise in 
future, particularly ina slowing econ- 
omy. It’s not a crime if you fail to 
pay your EMIs; you just need an in- 
solvency mechanism so that they 
benefit both the creditor and the 
debtor,” says Batra. It’s about time an 
inability to pay EMIS, arising out of a 
job loss, is handled with as little fuss 
as is the eligibility to pay, prior to the 
sanction of loans. 8 
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As equity remains in the dumps and debt an expensive proposition, * 


private equity finds its place in the sun. But in today's sombre times, —— 
the rules of the game are different, and a pier of n 
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ENTURY PLYBOARDS INDIA, 

| a Kolkata-based company, 

had to drop plans for a 
qualified institutional 
placement, but bas, since, 

been scouting for private equity 
(PE) funds for an expansion in cement 
production. Witb tbe sbarp fall in 
markets over tbe past few montbs, 
the company bas brought down its 
indicative price for PE funds. It bas 
finalised a deal witb a PE fund, but 
the agreement is not binding on both 
parties. "We bope to get government 
clearance in a few montbs. We will 
review tbe terms of the deal once 
tbe clearance is received," says Sajjan 
Bhanjanka, Managing Director, 
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Century Plyboards. 
In 2007, Acme Tele Power, a 
Delbi-based telecom infrastructure 


company, raised around Rs 600 
crore through a clutch of private 
equity funds, a proprietary arm of an 
investment bank and a bedge fund, 
in a pre-IPO (initial public offer) 
placement. As the company couldn't 
proceed with the IPO in 2008, the 
pre-IPO investors pressed the sell but- 
ton and now want an early exit 
from the company. 

In 2007, Ajaay Gupta’s phone 
never stopped ringing. Every week, the 
MD of Capital Foods, the Mumbai- 
based food processing company, got 
calls from at least two PE funds, 





a S. 
M Ut. 


» 


desperate to close a deal over the 
phone. Come 2009, the number of 
calls has come down, and so bas the 
valuation. Gupta claims be doesn't 
regret taking tbe bait of tbe PE players 
then as be had secured funding from 
Future Capitals PE fund in 2006. 
As global markets ride a roller- 
coaster, a lot has changed: Sen- 
timent, expectations—and the rel- 
ationship between promoters and 
PE funds. That's in sharp contrast to 
the glory days, when promoters 
rode the surge in valuations, and 
PE investors rode pillion on the 
boom. Also investing in public listed 
companies—which is not exactly 
what PE funds are meant to do if 


you go by the textbooks— was seen 
as a surefire way to make big bucks. 

The strategy paid off handsomely 
until the debt and equity markets 
started collapsing in 2008. With 
valuations of portfolio companies 
of PE funds coming down signifi- 
cantly, they sit on huge notional 
losses. Many portfolio companies 
are on the verge of huge debt def- 
aults. Institutional investors have 
developed cold feet as they want to 
reduce allocations to PE funds and 
other such alternative asset classes. 
Boston Consultancy Group (BCG), 
in a December report titled Get 
Ready for a Private Equity Sbakeout, 
expects 20-40 per cent of PE firms all 
over the world to go extinct. 


Cash for Survival 


Back home, the deal flow has red- 
uced to a trickle, and pE funds that 
hoped to cash out when companies 
go public have to now wait— and 
no one knows for how long. The 
good news from the PE point of 
view is that businesses need 
money—if in the boom times they 
needed investments for growth, 


now they, perhaps, need cash for 
survival—even as valuations have 
been beaten down to attractive lev- 
els. Also, many funds are sitting on 
cash raised in better times. Prequin, 
a London-headquartered PE fund, 
estimates that at least 78 PE funds 
plan to raise $24 billion for invest- 
ing in India in 2009. The bad news? 
Hedge funds and proprietary desks 
of global banks, which are facing 
huge redemption pressures and 
mounting losses, are desperate to 
exit portfolio companies. A promi- 
nent global bank that came to India 
a few years ago has mandated a few 
investment banks to find buyers for 
some of its PE deals done since 2007. 

For those funds that are in inv- 
estment mode, now is the time to 
return to what good old PE investing 
is all about—find a company early, 
add value to its growth game plan, 
and lead it to an IPO, over a period 
of time. Sameer Sain, CEO & MD, 
Future Capital Holdings or FCH (an 
arm of the Future Group), explains 
that Indian PE market has followed 
a three-leg cycle. The first leg was 
the start of the bull markets where 


MONEY FOR NOTHING? NOT ANYMORE 


They have the money, but aren't just throwing it away. 


© The days of easy money from IPO exits are over. 
The PE funds are now working harder to find great 
unlisted companies that can generate higher returns 


for their investors. 


9 Although PE funds globally are feeling the pinch, 
back home, those that raised money in the past two 


years are sitting on cash. 


9 They're now spending "quality time" with 
investee companies in a bid to hand-hold them 


through the slowdown. 


9 Hedge funds and proprietary desks of global 
investment banks aren't in the game any more; 
those that were are desperate for an early exit. 


"We are now in the third 
leg of the cycle, where 
classic PE investing will 
be in focus" 


SAMEER SAIN 
CEO & MD, Future Capital Holdings 


PE funds tried to identify good com- 
panies with high return on equity. 
As the bull market continued, val- 
uations started getting lofty and we 


PEAKING OUT 
What will 2009 be like? 
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"We have to work hard to 
find a company that we 
can take to the next level 
of performance ” 


AKHIL GUPTA 
Chairman & MD, Blackstone Advisors India 


began to see momentum investing 
by PE funds and hedge funds, and 
proprietary desks of investment 
banks. The result: lot of PIPE (private 
investment in public enterprises) 
transactions where PE funds were 
willing to compromise on rights, 
diligence. *We are now in the third 
leg of the cycle where instead of 
relying on markets and momen- 
tum, classic PE investing will be in 
focus. This means rolling up your 
sleeves and working closely with 
your portfolio companies on oper- 
ational and strategic improvements, " 
adds Sain. FCH has assets worth 
$1.5 billion under advisory. 

Akhil Gupta, Chairman & Mp, 
Blackstone Advisors India, says mak- 
ing money has got tougher. “We 
have to work hard to find a com- 
pany that we can take to the next 
level of performance with our exp- 
erience and management value add- 
ition. That is how one generates 
the incremental internal rate of ret- 
urn. The company has to be trans- 
formed on the basis of the value 
that a PE fund can bring," warns 
Gupta. He has increased his fund's 
return target from 25 per cent on a 
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"The big concern today is 
to see whether companies 
really need the capital 

for expansion" 


LUIS MIRANDA 
President & CEO, IDFC Private Equity 





risk-adjusted basis to 30 per cent. 
“We need to find great companies 
that can generate such returns. At 
the same time, expected return from 
investments in the US are currently 
pretty high so it's difficult, but not 
impossible, to compete for alloca- 
tion for India now,” he adds. 

A slowdown also allows PE fund 
managers to spend more time with 
their portfolio companies. "It wasn't 
a pleasant experience being an inv- 
estor in 2007 because nobody cared 
about what value you could bring to 
the table. But it's during times like 
these that promoters become more 
rational and start valuing the imp- 
ortance of the PE fund's skills and 
knowledge," says Abhay Pandey, 
MD, Sequoia Capital India Advisors, 
which has assets worth $1.8 billion 
dedicated to India. Pandey recounts 
the experience of the hey days when 
the investment bankers would bring 
investment proposals and just gave 
2-3 weeks to revert with their pro- 
posals or term sheet. Today, inv- 
estors (PE funds) determine the time 
for due diligence, which can go 
upto six weeks. Bharat Banka, MD 
& CEO of the newly-started-up 
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"We are seeing more 

PE companies spend time 
with the company's 
management" 


K. RAMAKRISHNAN 
Executive Director, Spark Capital Advisors 


Aditya Birla Private Equity, talks 
about a similar experience. “The 
talk about valuation has become 
secondary in most discussions with 
promoters. Today, they are more 
open to listen to our suggestions 
about value-addition. They want 
to know how we can help them in 
their business and strategy during 
these times," says Banka. 

Bear markets also allow PE firms 
to indulge in some hard-nosed neg- 
otiation. Says Alluri Srinivasa Rao, 
MD, Morgan Stanley Private Equity 
Asia: “Now you may see more rights 
being included in investment pro- 
posals of PEs." But he refuses to div- 
ulge details of the rights in his fund's 
first investment of Rs 182 crore in 
castor oil manufacturer, Biotor 
Industries, in December 2008. 


Downside Protection 

To be sure, the balance of power 
has shifted in favour of PE funds. For 
instance, a foreign PE fund recently 
picked up a minority stake in an 
unlisted company and wrangled a 
board seat; it also got the power 
to take decisions in the company's 
day-to-day operations, set soft 
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bt finance 


performance targets for three years 
and induct professionals in the 
senior management. The head of 
another large PE fund says he man- 
aged to get *downside protection" 
in a recent investment in an unlisted 
company. So, if a company goes 
for second round of funding at a 
lower price, then the first PE inv- 
estor's price will be reset at the 
lower levels. Now that's something 
promoters wouldn't have given in a 
raging bull market. “PE funds now 
insist on getting a board seat in the 
company, a right they rarely ins- 
isted upon when the market condi- 
tions were good," says 
V. Jayasankar, Head (PE Advisory), 
Kotak Mahindra Capital Co. 

K. Ramakrishnan, Executive 
Director & Head (Investment 
Banking), Spark Capital Advisors, a 
South India-based financial serv- 
ices firm, explains that funds get 
more negotiating power with com- 
panies that are in the middle of 
executing their expansion plan and 
have no option but to raise res- 
ources. In a secular bull market, 
it’s difficult to ascertain if a PE fund 
gained because of the market mom- 
entum or because of its contribution 
to the company's growth. *As a 
result, we are seeing more 
PE companies spend time with the 
company's management, ask rele- 
vant questions, monitor its per- 
formance and exercise the avail- 
able rights more rigorously," he 
adds. Luis Miranda, President & 
CEO, IDFC Private Equity, says he 
and his team are spending more 
time with his 24 portfolio compa- 
nies than before. *The big concern 
today is to see whether companies 
really need the capital for expan- 
sion. Can they do without expan- 
sion? How can costs be controlled? 
Are there any alternative sources of 
funding?" asks Miranda. 

The accounting fraud at Satyam 
has also made PE funds cautious and 
diligent. *Funds now expect more 
rights and disclosures on corporate 


GRIM, GLOBALLY 


PE investors across the world feel the pinch. 










RAMEN SARKAR 





@ Endowment and Pension Funds are 

counting losses in their investment 

portfolios, which comprised hedge 
funds, private equity, real estate, 
stocks and bonds. 


€ Harvard Management Company 
declared an $8.1 billion notional loss on 
its portfolio. Duke University announced a 
$1.2 billion notional fall in its portfolio. 


€ Carlyle Group cut 10 per cent of its staff in December 


after its mortgage-based hedge fund outfit went bust. 


@ Stock prices of listed PE have crashed in recent months. 
Blackstone Group's stock price has fallen from $9.3 in 
November 2008 to $4.80 in February. 


€ Defaults by portfolio companies, reduced allocations 
by institutional investors, poor corporate profitability and 
collapse of the debt market will lead to a shakeout in the 
PE industry, predicts Boston Consultancy Group (BCG). 


€ 20-40 per cent of PE funds the world over will die, 


says BCG. 


governance related issues," says 
Miranda. While investing, his firm 
insists that promoters of his portfo- 
lio companies should restrict the 
amount of shares they pledge and 
the cash in hand figures are scruti- 
nized more closely. Alok Gupta, MD 
& CEO of Axis Private Equity Fund, 
says while doing due diligence on 
prospective companies, his firm 
spends more time meeting the con- 
sultants, lawyers, bankers and other 
stakeholders. “The related party 
transactions, accounts, revenue build- 
up, hiring of key personnel, and 
promoters’ dealing are being checked 
thoroughly,” says Ramakrishnan. 
As a result, the time taken to finalise 
the investment agreement has dou- 
bled to four months. 

It’s unlikely that PE funds will 
make a big splash in 2009. Many PE 


funds turned down deals in 2008 
simply because the promoter was 
asking for too much. In these tough 
times, promoters will realise that 
higher valuations don’t translate 
into higher growth. Sain recollects 
how an unlisted firm chose to go 
with a global investment bank as 
the company got higher valuation 
and gave few rights. Two years on, 
the company hasn’t shown any rem- 
arkable growth and the global inv- 
estment bank now wants to exit 
from the firm. As BCG's report sug- 
gests, the key differentiator in 
today's downturn will be *opera- 
tional value creation" in portfolio 
companies. “The PE industry may be 
in the middle of a perfect storm, 
but downturns are the perfect 
moment to do deals," the report 
concludes. Do promoters agree? พ 
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It's still the leader in terms of eyeballs it attracts but STAR doesn't 
dominate the way it once did, thanks to increasing competition from 
a clutch of new kids on the broadcasting block. ANUSHA SUBRAMANIAN 


ROGRAMMING MATTERS MORE THAN PERSON- 
alities do in the hurly-burly of general en- 
tertainment broadcasting. That truism has 
held good ever since STAR India—the do- 
mestic arm of Rupert Murdoch's Asian broad- 
casting arm, STAR Tv—flagged off Hindi programming 
in 2000 with the blockbuster Kaun Banega Crorepati 
(KBC) on flagship channel STAR PLUS. Other chart- 
busters in the guise of family soaps sustained the 
surge in viewership, but the trigger for the renewed in- 
terest in STAR PLUS was undoubtedly KBC. More re- 
cently, Colors, the 7-month old channel from the 
Viacom 18 stable, rewrote STAR's success story by 
launching with the eyeball-grabbing Fear Factor— 
Kbatron Ke Khiladi with Bollywood heart-throb 


THE HEAVY HITTERS 


How competitors are 
taking on STAR... 


Rajesh Kamat 
CEO/ Colors 
“We are in the big league and gunning 
for the top slot, although we still have a 
long way to go. We are not yet in time 
slots like weekends and afternoons. 
And our existing shows have more 
potential" 
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: Sameer Nair 

- CEO/ NDTV Imagine 
. "With five or six key GECs, the 

' competition is getting stiffer. The 
competition now is slot by slot and show 
‘by show... We were always clear that we 
. would be targeting a wide audience— 


Akshay Kumar (although it never hit the kind of rat- 
ings KBC did). And the one-year-old NDTV Imagine, an- 
other general entertainment channel (GEC) headed 
by former high-profile STAR head Sameer Nair, is 
looking for that so-far-elusive Next Big Thing. 
Perhaps it's in the fitness of this rule of broad- 
casting that STAR India, the leader in terms of view- 
ership, has arguably the lowest profile of all GE( 
heads. In May 2007, Uday Shankar, a former News 
Director at Aaj Tak (the Hindi news channel that's 
part of the media group that publishes Business 
Today), emerged from relative obscurity, to take on 
the reins at STAR India, after the exits of former heads 
Peter Mukerjea and Nair. It was a baptism by fire, not 
just because of the duo's departure but also because 





the family audience" 
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...and How STAR is Fighting Back 
m Foray into regional entertainment 
m Entry into Bollywood with Fox star Studios 


m Fresh programming and innovative ad-sales 
strategy 





STAR was losing momentum rapidly at its flagship 
channel. STAR PLUS’ relative share in cable & satellite 
homes had plunged to 48 per cent by end-2006 from 
60 per cent in 2004, and rival Zee Tv had gained the 
most at its expense, with a 7 per cent gain in viewer- 
ship, to 21 per cent, during that period. 

When Shankar took over, one of his biggest 
challenges was to shatter the misperception—external ly 
and internally—that STAR was going downhill after hit- 
ting a peak. “Everyone was under the impression that we 
were an evolved company because we were a dominant 
leader in the Hindi market space. But it was not so. In a 
media market that is still evolving and where huge 
opportunities are still galore, we have only completed the 
first phase of capturing the Hindi audience market,” says 
Shankar. Adds Paul Aiello, STAR Asia's CEO. who 
replaced Michelle Guthrie in January 2007: “The im- 
mediate task for Uday when he took over as STAR India 
CEO 18 months ago was to rebuild the team and stabilise 
the business. But more importantly, his long-term man- 
date was to work with me in planning and executing a 
growth strategy for the overall srAR India business that 
will allow us to continue to thrive and lead in the coun- 
try's ever changing media landscape." The £1 slot is 
being protected with a programming overhaul and a new 
ad sales game plan. 


Programming Overhaul 

Six months ago STAR decided to overhaul programming 
across its channels, but mainly at STAR PLUS. Timeworn 
"saas-bahu" soaps have made way for fresh shows like 












STAR PLUS IS KING 


But over the years Zee has narrowed the gap, 


and small players are taking away share... 
RELATIVE SHARE (96) 
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.. latest rating numbers indicate that Colors 
is hot on STAR PLUS’ heels... 
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... and Zee is more profitable at the EBITDA level 
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Yeh Risbtey, Tujh Sangh Preet 
Lagayee and Aap Ki Kacheri. Says 
Keertan Adyanthaya, Executive 
vp & General Manager, STAR 
PLUS: “We have been in a transi- 
tion phase in the last six months. 
In our attempt to launch fresh 
shows, there have been some setbacks. 
But we are still leading the pack— 
Bidaai, one of our oldest shows, is 
#1, and Yeh Risbtey is #3.” The strat- 
egy has been to shift to primetime 
shows with a social message presented 
in an entertaining format (like Aap Ki 
Kacben, which is hosted by Kiran Bedi, 
India’s first woman police officer). 

STAR's biggest competitor, how- 
ever, is the mint-new Colors which, 
with shows like Balika Vadhu and Jai Sn 
Krishna, is snapping at STAR PLUS' heels. 
And Colors has only just begun. Says 
Rajesh Kamat, CEO, Colors: *We are 
not yet in most of the timeslots like 
weekends and afternoons. Also, our 
existing shows have more potential 
and we need to try and get the most out of them." 

It’s clearly a cut-throat market out there, as Nair of 
NDTV Imagine acknowledges. “With five or six key 
GECs the competition is getting stiffer and increasing. 
The competition now is slot by slot and show by 
show.” Nair, though, is quick to acknowledge that 
“STAR is still the boss,” what with five of its shows 
amongst the top 10 on Hindi GECs. Yet, the gap be- 
tween STAR PLUS and Colors has narrowed (see box on 
GRPs), and the former will have to pull a fresh rabbit out 
of its hat to gallop ahead. Adyanthaya hints at something 
to this effect. “We have some interesting concepts in 
non-fiction that we are developing and by July we 
will announce some new shows." 


Colors has 


Regional Foray 

STAR India will pump roughly $100 million (Rs 420 at 
then prevailing exchange rate) into six Indian language 
channels. It now has a presence in Marathi and Bengali; 
in the south it already had a presence in Tamil. With a 
recent joint venture with Rajeev Chandrasekhar's Jupiter 
Entertainment, STAR now has a presence in Malayalam, 
Kananda and Telugu. The next plan is to launch a 
Gujarati channel. According to TAM data for last five 
weeks, STAR Jolsha (the Bangla channel) has a relative 
share of 20 per cent as against leader Zee Bangla's 35 per 
cent and ETV Bangla's 30 per cent. In Maharashtra, 
STAR Pravah is #3 with a 10 per cent share, behind ETV 
Marathi (26 per cent) and Zee Marathi (52 per cent). 
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The gap between 
STAR PLUS and 


narrowed and the 
former will have to 
pull a fresh rabbit 
out of its hat to 
gallop ahead. 


Says J.C. Girt, 
Executive VP & 
General Man- 
ager, Regional 
Channels: “Our 
aim is to grow 
the regional pie 
and make it 
relevant across 
target groups.” 
Advertising in the regional genre is ex- 
pected to continue growing at 15 per cent 
annually—despite the slowdown—although 
the problem is that the rates are stagnant. 

The foray into Bollywood has also 
been after a prolonged wait. Fox STAR 
Studios plans to be a one-stop shop that 
encompasses film acquisition, develop- 
ment, marketing, production and 
distribution. The company is also explor- 
ing options in the southern language with 
JV partner Jupiter Entertainment. 


Innovative Ad Strategy 

On the ad sales front, STAR is attempting to 
draw on the strength of the network—which is all of 10 
channels—and isn’t averse to integrating branding with 
programming. Says Kevin Vaz, EVP, Ad Sales, STAR India: 
“We give our clients full opportunity for branding. For 
instance, when Vodafone was launching in India, we in- 
tegrated the brand within a programme. We also played 
one spot across all our eight channels at the same time. 
We gave them branding for one entire day by dropping 
all other advertisements for that day; Vodafone was 
the only commercial that played that day.” Future 
Group is another client that received a similar deal. 
“The idea is to make the STAR Network the platform for 
all our clients’ promotional activities,” adds Vaz. 

The client-network integration, it would seem, 
has infinite possibilities that go beyond 30-60 
second commercials. For example, one episode of 
Bidaai was shot at a Pantaloon store. Apparently, 
footfalls at the store showed a spike after the show as 
per a research STAR conducted. 

Still, these are challenging times for STAR India. 
Murdoch will be keeping a close eye on Shankar and his 
India set-up. After all, STAR India—including ESPN STAR, 
and the distribution arms Hathway and Tata Sky— 
contribute around 70 per cent to STAR Asia’s consolidated 
sales, says Vivek Couto, Executive Director, Media 
Partners Asia. In recessionary times globally, India 
would perhaps be even more important for Murdoch. 
Now all Shankar has to do is to find something as big and 


as novel as KBC was nine years ago. W 
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Over 400 exhibitors 





Around 20 overseas companies 
12 countries 


Food India: 
Exhibition on Food, 


Processed Food & Beverages 
Hall No. 18 & 7E 





Hospitality India: 
Exhibition on Hotel 


& Restaurant Equipment and Supplies 
Special Features Hall No. 7 to 12A 
* Culinary show with live demonstration & competition 


Cooking and tasting of various food preparations. 
๑ Seminars and Conferences 


for further detail, please contact the organisers Supported by: 
India Trade Promotion Organisation ล ง ล อ ก 2 aR 
Pragati Maidan, New Delhi-110001 MN 
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POWER- » 


Anil Ambani's Reliance Power has 
bagged three of the four ultra 
mega power projects that have 
been awarded by the government. 
Has it bitten off more than it can 
chew? K.R. BALASUBRAMANYAM 


ANUARY IS THE COLDEST MONTH OF THE YEAR IN 
most parts of the world. It's a month in 
which birds travel less, bears sleep all day 
and night, and plants rest. Back home, however, 
January has been one hectic month for the Anil 
Ambani-promoted Reliance Power (RPL), for 
two years running now. In January 2008, the 
company raised Rs 11,563 crore from four 
million investors in India's biggest-ever initial 
public offering (IPO), when the stock markets 
were at their zenith. January 2009 has also 
been good for RPL. Towards the month-end, 
it won a third ultra mega power project (UMPP) 
of the four awarded in the past two years. RPL's 
tariff-based competitive bid for a 4,000 Mw 
pithead UMPP at Tilaiya in Jharkhand proved, yet ^ 
again, to be the winning one. 
That's not a bad record for this 20-month- 
young power upstart, which inherited one 
UMPP from the erstwhile Reliance Energy 
the 3,960 Mw Sasan in Madhya Pradesh—and 
which now has lined up an array of projects tot- 
alling 32,200 Mw (including Tilaiya). The com- 
pany's projects in the pipeline make up almost 
a fifth of India's current installed capacity of 
1.46 lakh Mw and equal the capacity that the 
market leader NTPC (National Thermal Power 








"We continually monitor the emerging price trends of 
commodities with a view to optimising our costs 
Chairman, Reliance Power, at RPL's last AGM 





Corp.) has created over the past 
three decades. 

The catch, of course, is that 
RPL has no capacity that's opera- 
tional as you read this. Its proj- 
ects are due to go on stream only 
from next year. Also, don't for- 
get a UMPP is of unimaginable scale, 
to be built with super-critical tech- 
nology that is entirely new to India. 
It, therefore, involves meticulous 
planning and massive resources. 
According to Ambani's own esti- 
mates, each project requires an 
investment of between Rs 16,000 
crore and Rs 20,000 crore. The 
project developer is also required 
to provide a performance guaran- 
tee of Rs 300 crore, which inc- 
reases by 150 crore for each sub- 
sequent project. Thus, for Tilaiya, 
Reliance needs to give a guarantee 
of Rs 600 crore. 


A Steep Bid? 
Sections of analysts see Reliance's 
Tilaiya bid as steep. Girish Solanki, 
Research Analyst, Angel Broking, 
calls it *aggressive". *Every bid- 
der had the same set of documents 
and factored in all risks. If Reliance 
has still gone for this expensive 
bid, then I think they have some 
(different) plan in mind," he says. 
He may be right. Ambani had said 
at RPL's annual general meeting 
last September that the company 
has devised a commercial strategy 
for large-value purchases which 
helps it minimise the impact of 
price variations. “We continually 
monitor the emerging price trends 
of commodities with a view to 
optimising our costs," he had said. 
Yet, in the opinion of a senior 
executive at a state-owned gener- 
ation company, the difference of 
62. paise between the first and sec- 
ond lowest bids for Tilaiya is too 
huge a gap to gloss over. *Even 
assuming that NTPC's bid (of 
Rs 2.39 per kilo Watt hour or 
kWh) could be on the higher side, 


could it be so wide off-the-mark?" 
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he wonders. NTPC, for its part, has 
no regrets. "Ours was a very com- 
petitive and doable tariff. If we 
understand power plants well, that 
is our tariff,” says R.S. Sharma, 
CMD, NTPC. 

NTPC stations supply elec- 
tricity at tariffs of between 
80 paise and Rs 2.60/ kWh, dep- 
ending on the plant’s location and 
age. "We build power plants that 
will last 35-40 years, not just for 
25 years (UMPP tariffs are for a 
25-year period). Does NTPC have 
to prove its credentials now by 
winning UMPPs? If so, at what 
cost?" asks Sharma. In January, 
eight NTPC thermal stations rep- 
orted a plant load factor (PLF) in 
excess of 100 per cent. 

Doubtless, Reliance walking 
away with Tilaiya with its lowest 
tariff bid of Rs 1.77/ kWh— 
62 paise lower than NTPC—has 
not everyone cheering. In fact, as 
soon as the news broke, Jairam 
Ramesh, Minister of State for 
Power, hinted at raising the entry 
barrier for companies that have 
already won UMPPs. Higher barriers 
will clearly go against UMPP winners 
RPL and Tata Power; the latter is 
developing the 4,000 ww Mundra 
UMPP in coastal Gujarat, to be fired 
on imported coal. 


Low Bid Justified 

RPL, for its part, justifies its low 
bid as it believes the project cost of 
Tilaiya is likely to be lower than 
that of Sasan—for which RPL’s rev- 
ised bid of Rs 1.196/ kWh was 
accepted after Lanco's disqualifi- 
cation—on account of lower input 
costs, "We would also have sig- 
nificant benefits of synergies and 
economies of scale between the 
two projects as they are located 
nearby (400 km from each other)," 
says J.P. Chalasani, CEO, RPL. He 
doesn't believe RPL’s bid was agg- 
ressive. "Our benchmark for 
Tilaiya bid should not be NTPC’s 
bid of Rs 2.39/ kWh, but our own 
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“Our benchmark for Tilaiya “Does NTPC have to prove 
bid should not be NTPC's — its credentials now by 

bid of Rs 2.39/ kWh, but winning ultra mega 

our own bid for Sasan of power projects? If so, 

Rs 1.196/ kWh" at what cost?" 

J.P. Chalasani R.S. Sharma 

CEO, RPL CMD, NTPC 
Power-packed Agenda 

RPL has 32,200 MW of projects under development. 

Project Capacity (MW) State 
Rosa 1,200 Uttar Pradesh 
Sasan 3,960 Madhya Pradesh 
Krishnapatnam 4,000 - Andhra Pradesh 
Butibori — 300 — Maharashtra 
Chitrangi 3,960 Madhya Pradesh 
Dadri 7,480 Uttar Pradesh 
Shahapur 4,000 Maharashtra 
Urthing Sobla Hydro 400 Uttarakhand 
Siyom Hydro 1,000 Arunachal Pradesh 
Tato Il Hydro 700 Arunachal Pradesh 
Kalai II 1,200 Arunachal Pradesh 
Tilaiya* 4,000 Jharkhand 
*Won last month 

Can RPL Pull it Off on Time? 
Perhaps not, because it... ... but the company is upbeat as it... 
e Has no operational history 6 ๑ Will have economies of 
to its credit scale 

e May find it difficult to e Can get big discounts on 
arrange funds for projects bulk purchases 

e Has quoted aggressive e Can benefit from fall in cost 
tariffs of inputs 

๑ Has too many projects in e Can mine coal at optimal 
its basket costs 

Sitting on Cash 

IPO Funds: Rs 11,563.20 crore 
Total Used Rs 2,686.24 crore 
Total Unused Rs 8,876.96 crore: 
*Rs 8,873.96 crore invested in liquid and fixed maturity funds; 

Rs 3 crore deposited with BSE 


Figures as on Dec. 31, 2008 Source: RPL's statutory filings 


VINHYHS ใจ ง ผม อ พ 


bid for 5 ล ร ล ท of Rs 1.196/ kWh." 

There are analysts like Ashok Jainani, Head 
(Research), Khandwala Securities, who think the tar- 
iff of Rs 1.77/ unit could be feasible, with captive coal 
mines. But he warns that any delay in projects to be 
commissioned before Tilaiya could derail Reliance's 
estimates of accruals. Chalasani, however, is cate- 
gorical that none of Reliance projects will encounter 
difficulty of funds as Sasan, Butibori, and Rosa I & Il 
will start earning revenues by the time Tilaiya's first 
unit is commissioned in 2015. At the moment, Sasan 
is in the process of achieving financial closure with 
banks sanctioning Rs 11,500 crore. Says Chalasani: 
“What banks are doing is project financing, not bal- 
ance sheet financing. The banks, in today's conditions 
of liquidity crunch, are lending us only because they 
are convinced that UMPPs will generate profits." “In a 
power project, lower tariff means long tenor loans, 
and banks are normally receptive to 14-16 year loan 
tenor," avers Somak Ghosh, Group President 
(Corporate Finance and Development Banking), YES 
Bank, which has supported UMPPs with Rs 300 crore 
by way of performance guarantees. 


Need for Tight Clauses 


There are also opinions that the government, in fut- 
ure, could look at a company's project comple- 
tion record, rather than relying just on competitive 
tariffs alone. Such tight clauses, however, entail 
the risk of eliminating a new player, and at worst, 
could even pave the way for cartelisation. One 
practical approach, according to Ghosh, is to select 
developers on the basis of their ability to com- 
plete a project within costs and in time. Manish 
Agarwal, Executive Director, KPMG India, feels the 
government should remain involved with a project 
till it reaches critical milestones. He suggests that the 
government could ensure higher degree of trans- 
parency in data related to coal blocks and mining so 
that developers prepare their bids on realistic 
assessments, not on assumptions. 

Tariff-based bidding has come as a whiff of 
fresh air to consumers, who have long been short- 
changed by generating companies that sold power 
for bloated profits. “Since the UMPP tariff is deter- 
mined through competition, any capping of the 
projects does not augur well for the power sector," 
warns A.K. Srivastava, Managing Director, Essar 
Power, which unsuccessfully bid for Mundra and 
Sasan. *No such barriers exist in other sectors like 
oil & gas and infrastructure. Why should such 
thoughts be entertained for UMPPs?" Chalasani 
asks. Now all RPL has to do is to execute the 
UMPPS... on time. B 
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Rock Climbing. Coracling Canoeing. Kayaking Parasailing 


Paragliding. Trekking. Whitewater Rafting and Angling 
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SRAPHS BY RAC 


PHOTO 


a — 
The panellists: (from L to R) Noshir Kaka, Director, McKinsey & Co.; Pramod Bhasin, CEO, Genpact and Vice Chairman, NASSCOM; 


S. Ramadorai (sitting), CEO & MD, TCS; Suresh Vaswani, Joint CEO, Wipro; an 


BT-NASSCOM ROUND TABLE 





d Peter Bendor-Samuel, CEO, Everest Group 


“The Crisis Is an Outstanding 
Opportunity to Change Your 
Business Model" 


It’s time to be bold, think big and make a profound shift—that's the prescription 
of a five-member panel of experts on how to haul the IT industry up by its bootstraps. 


HE HIGH-FLYING IT INDUS- 
TRY has been brought crash- 
ing down to reality in the 
last 12 montbs by the eco- 
nomic slowdown. After en- 
joying 30 per cent plus growtb rates 
for the last couple of years, National 
Association of Software and Services 
Companies (NASSCOM), the IT indus- 
try's apex body, pointed to a grim fu- 
ture when it halved the growth rate 
for the industry to 16 per cent for the 
year. To comprehend where this in- 
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dustry is headed, BT and NASSCOM as- 
sembled a top-notch panel of indus- 
try executives, consultants and ana- 
lysts at the India Leadership Forum in 
Mumbai. S. Ramadorai, CEO and 
MD, TCS: Suresh Vaswani, Joint CEO, 
Wipro; Noshir Kaka, Director, 
McKinsey @ Company; Peter 
Bendor-Samuel, CEO, Everest Group; 
and Pramod Bhasin, CEO, Genpact 
and Vice Chairman, NASSCOM, took 
part in a freewheeling roundtable 
moderated by BT’s Assistant Editor 


Rahul Sachitanand. Excerpts: 


BT: Gentlemen, thank you for tak- 
ing part in this roundtable. Perhaps 
we could start by getting a macro 
picture of the industry. How bad 
and how deep is this slowdown? 

RAMADORAI: The IT industry can’t 
be immune from any of the macro- 
economic events unfolding around 
us. The slowdown will play out in 
terms of reduced growth rates, 
pricing pressures, cancellations, de- 


lays or no orders. The other part 
to be kept in mind is that as the 
tightening happens, protectionism 
as an issue will make headlines and 
we need to be conscious of it. The 
problem is for real; there are going 
to be challenges we must focus on. 
BENDOR-SAMUEL: The perception of 
this severity changes around the 
world. It is most acutely felt in the us 
and the UK. (But) it has affected rr 
much less than other industries. We 
have a slowdown in India, and in 
global services driven more by 
indecision than lack of demand. 
There is significant pent-up demand. 
We perceive that the indecision is 
starting to ease. Everyone has ro- 
bust pipelines and people are be- 
ginning to make decisions. We 
should emerge (from the slowdown) 
in the next few months. We even see 
indications of firms that have laid off 
10,000-20,000 people now keen to 
make modest improvements in 
global sourcing... that points to the 
remarkable nature of the market. 
There aren't many industries that 
are coming through the storm as 
well as we are. 


BT: Noshir, do vou see a funda- 
mental shift in the way the Indian rr 
industry does business? Is this a 
good opportunity as any to make 
this change? 

KAKA: I hope we see a change in the 
business model. That is not to say the 
Indian offshore model doesn't work; 
the price-performance offered by 
Indian companies has afforded sav- 
ings of at least $25 billion over the 
past 20 years. Having said that, we've 
used only one lever and one cus- 
tomer segment: Cost and certain 
verticals in developed markets. If 
you look at that we're in a little 
sandbox of opportunity. What's the 
opportunity beyond Fortune 100 
and into SMEs (small & medium en- 
terprises)? There is an immense op- 
portunity, but you can't target the 
Chinese market with the existing 
Indian model. 





"We usually talk about a 
$47-billion target market 
(for Indian IT services 
vendors). It is actually 
$1.6 trillion, since we're 
truly global players" 


Suresh Vaswani, Joint CEO, Wipro 


BT: Pramod, what do Indian 
companies need to do to make this 
shift? 

BHASIN: I hope it is a profound shift; 
a lot of metrics to measure our busi- 
ness today are wrong. They sug- 
gest a commoditised business. You 
know how much headcount you 
have, how many you have on the 
bench or your FTEs (full-time equiv- 
alents). That's running a factory. If 
you're going into a world where 
we're running products and services, 
you'd run one range of products 
tO SMES, a different range of services 
to China and a different level of 
services by domain and expertise 
to large-scale enterprises. I think 
Indian companies can make this 
transition. This crisis is an 
outstanding opportunity to change 
your business model. The problem 
is every month is worse... the 
assumptions you made four months 
ago are no longer valid. Companies 


"The nickel-and-dime 
thinking of taking $10 
million of cost out is not 
the value proposition. You 
have to take out $300-500 
million to $1 billion; you 
have to talk about 
transformation" 


S. Ramadorai, CEO and MD, TCS 





no longer know where the bottom 
is. We're yet offshore-centric. We 
can't only think of our businesses as 
offshore and onshore. 

VASWANI: It is a tough market 
situation... (But it is also) a great 
opportunity to have different 
conversations with your customers. 
Earlier, you used to go with an 
offshore story. Today, you won't be 
successful with just an offshore 
story. It is a good opportunity for us 
to move from largely managed 
services and managed operations 
players to become transformational 
players. This environment is also 
an opportunity to look internally 
and look at cost structures—look at 
how much efficiency and produc- 
tivity you can drive. We usually 
talk about a $47 billion target 
market. It is actually $1.6 trillion, 
since we're truly global players. 
RAMADORAI: Let me amplify a couple 
of statements the other panellists 
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"Historically, Indian firms 
have been well run, but 
autocratic. | think the 
enemy is from within” 


Peter Bendor-Samuel, 
CEO, Everest Group 





made. If your business has become 
commoditised, you're going to fight 
a pricing war and you'll disappear. 
This is a time to reflect: Look at 
businesses that are not commodi- 
tised and build on them. The term 
offshore in my opinion will disap- 
pear. Offshore connotes wage ar- 
bitrage and that's not the model this 
industry is trying to build. Having a 
presence in Latin America, India, 
China is part of the process. My 
own advice to my people and the rr 
industry is to make the transition 
before problems hit you. This is a 
time to make bold decisions as a 
country and as an industry. 


BT: Where would you rank the 
industry in terms of innovation? 

BENDOR-SAMUEL: I think Indian 
companies have been and are the 
disruptive influence in this space. 1 
see the pace of change picking up. 
l'd like to contest something that's 
been said here: I think the new 
businesses will be in addition to the 
FTE-based model currently in use. 
We've got to add productisation 
on top of existing business and add 
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"| have worked in the US 
for 25 years and | have 
seen far more autocratic 
leaders there. Companies 
here do have large 
ownerships by a single 
person, but | don't see 
them being autocratic ” 


Pramod Bhasin, CEO, Genpact 
and Vice Chairman, NASSCOM 


new risk models. Its not just about 
being low cost; it's about desire 
and commitment. 

RAMADORAI: You have to pitch at 
the strategic level. This nickel-and- 
dime thinking of taking $10 million 
of cost out is not the value propo- 
sition. You have to take out $300- 
500 million to $1 billion; you have 
to talk about transformation. 
BENDOR-SAMUEL: Historically, Indian 
firms have been well run, but auto- 
cratic. | think the enemy is from 
within. We're going to have to think 
about the way we think about things 
like risk. We cannot handle the scale 
of partnerships the old way. 


BT: Do you all agree on Indian 
leaders being autocratic? 

BHASIN: If I may disagree with Peter, 
| think scalability is an issue. 
Autocracy? Not at all. | have worked 
in the Us for 25 years and I have 
seen far more autocratic leaders 
there. Companies here do have large 
ownerships by a single person, but I 
don't see them being autocratic. 


BT: What is the role of the leader— 


"Anyone who sees the 
Satyam scandal as a reason 
for their poor performance 
is just looking for an excuse" 


Noshir Kaka, Director, 
McKinsey & Company 





Chairman, the CEO—in these 
troubled and turbulent times? 
VASWANI: The role of the CEO is 
to drive down costs, ruthlessly. It 
has to be driven operationally. It 
has to be driven daily, weekly, bi- 
weekly, otherwise the cost will 
never be eliminated. Yet, you have 
to make sure you're not compro- 
mising the future at the cost of 
driving down costs today. 


BT: How much damage has the 
Satyam scandal done to Indian IT? 
RAMADORAI: This issue is more of a 
one-off. Corporate governance has 
to be a way of life rather than 
someone telling you this is impor- 
tant. Companies here are great 
with disclosures, especially in IT. 
This is a time for reflection on the 
roles of directors, management 
and auditors. 

KAKA: Anyone who sees the Satyam 
scandal as a reason for their poor 
performance is just looking for an 
excuse. Can companies do more? 
Of course. We should do whatever 
we can to ensure nothing like this 
ever recurs. 8 
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INDIAN IT: AT A CROSSROADS 


The third annual B7-NASSCOM-Perot survey captures the uncertainty 


that has enveloped the industry. 


2008 will best be 
remembered for... 


hor te sale gabe ] 23 


economic meltdown 


Which industries are 






Satyam saga and its impact — — 
on Indian IT industry 3 ) 





Changing geo-political m= | 
climate around the world 53 aa 

; เ Infotech 
Heightened security 
concerns due to increased — Telecom 
insurgency and terrorism | J 
How can the current What areas of focus 
economic situation be should organisations 
converted into an ave to survive the 


economic downturn? 


New services/product lines 145 


New customer segments 2 e 


opportunity? 


Through skills 2 
update New export markets l< 
Through Streamline costs | 9 
rationalisation Generate more revenues rm 
of investment from existing customers <.) 





As an outsourcing destination of choice, what skill-sets 
are required by India to move to the next level? 


Increased collaboration Better sales Leverage More 
between the govt and industry and marketing Web2.0more partnerships in 
skills effectively ป ร and EMEA Others 


121 69 8 24 4 





EMEA: Europe, Middle East & Africa 









Can social media 
lay an important 
role in improving 
the current 
industry state? 


oing to see high levels 
of investment in India? 


Infrastructure 








What would be the 
impact of elections on 
the Indian industry? 


Nolmpact 133 
Positive impact 19 
Negative impact 4 
Can't say 70 





es of social media 
that can be leveraged 
by the Indian 
industry? 


(aa are the different 


88 


Social media 


cit 
sites 


Against the 
backdrop of Satyam 


saga, what 
measures should be 
taken to reinforce 
customers’ 
confidence? 

Stricter Governmen 

Dolicies we 14 


Stronger focus on 
corporate governance 1 92 


Innovation in service 
delivery 20 


Sample size: 226 
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Change is the only thing that's constant. And it takes consistent efforts to keep the phenomena 
of change constant. Elecon's cutting edge technology and the attitude of keeping itself ahead of time 
has empowered them to uphold the major industrial revolutions. 


Elecon, Asia's largest gear manufacturing company has been driving Indian Industry since 1951 with 
cutting edge technology and innovation, continuously challenging itself by upgrading its products to 
meet the diverse needs of customers both national and international. Today, Elecon is the supplier of 
choice to core sectors like Steel, Cement, Sugar, Chemical, Fertilizer, Plastic and Rubber. 


Worm Gear Box Fluid, Geared & Flexible Couplings ET Series Helical Gear Box 


ELECON ENGINEERING COMPANY LIMITED 3h 
Post Box # 6, Vallabh Vidyanagar. 388 120, Gujarat. India "M 
MHE Division: Tel.: +91 (2692) 237016, 236521, 236590. E-mail; infomhe@elecon.com - w. 


EMTICI ENGINEERING LTD 


Marketing & Servicing Company Regd. Off: Vallabh Vidyanagar 


Branches: Ahmedabad. Asansol, Bangalore, Bilaspur, Kolkata, Chennai, Dhanbad, Jamshedpur. 
umbai, New Delhi, Nagpur, Secunderabad, Pune & Vadodara. www.emtici.co.in 


E-mail: response@elecon.com Natio 
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ODAY, SEMICONDUCTORS ARE 
used in virtually every 
piece of modern electr- 
onics, from mobile phones 


(the SIM card is a semicon- 
ductor) and telecom equipment to 
consumer electronics, infrastructural 
equipment and automotive systems. 
Though semiconductor demand is 
slackening at present, the prolifer- 
ation of semiconductor-enabled 


Semiconductor demand In India IS increasing, products and the expected increase 


in uptake of hardware and handsets 


but manufacturing of semiconductors reMaINS once the next-generation network 
a distant dream. KUSHAN MITRA regime (3G) is in place will ensure a 


strong demand for the product. 
According to a report by the 
Indian Semiconductor Association 
(ISA) and consultancy firm Frost & 
Sullivan, the Indian market for 
semiconductors touched $5.9 


, A | billion (Rs 28,910 crore) last year, 
-e ๕ 1 2 | | of which $2.53 billion (Rs 12,397 




























crore) was for end-products made 
in the country. The report predicts 
that by 2010 these will grow to 
$7.59 billion (Rs 37,191 crore) 
and $3.24 billion (Rs 15,876 
crore), respectively. 

Yet, semiconductor manufac- 
turing is still in its infancy in India, 
even though the country 
sontinues to be a global leader in 
emiconductor design—Noida and 
jangalore have emerged as major 
lesign hubs. Also, while design of 
1dia-specific products that use 
"miconductors is decent, it could 
be better. 
| These were the key opin- 
E ions that were expressed at a 
M | Business Today-1$4 round- 

| table on the future of the 
Indian semiconductor 
industry. Representing the sec- 
tor were Jaswinder Ahuja, Vice 
President, Cadence Design Systems; 
| Ganesh Guruswamy, Country 

M | Manager, Freescale Semiconductor; 
/ Ashu Pande, Managing Director, 

siRF Technology India; Vivek 
Sharma, Vice President, ST 
A Microelectronics and Poornima 
Shetty, President, ISA who joined in 
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conversation with BT editors. 

"Most people mistake semi- 
conductors as being all there is to 
semiconductors," said Guruswamy, 
adding, “The truth is that semi- 
conductors are everywhere. Look at 
solar power—solar cells and thin- 
film solutions are semiconductors." 
The ISA survey bore this fact out: 
While microprocessors were the 
single-largest component of 
revenues (given their high price) 
at 22 per cent, semiconductor 
products were going into a whole 
host of products. 

Ever newer uses for semicon- 
ductors are being constantly 
created. Over the past two years, 
demand for the global positioning 
system (GPS) modules that SiRF 
makes has exploded. *You will see 
location services being offered in 
more and more wireless handsets 
and companies will use such serv- 
ices to locate employees and assets. 
There is a significant demand from 
logistics firms for such services and, 
strangely, there are people who 
offer anti-theft services using GPS 
devices," explained Pande. 

The ISA contends that govern- 
ment should either enhance sup- 
port or just stay clear. “The tax 
structure in certain cases is crazy," 
complained Shetty. “Take the case 
of (television) set-top boxes. There 
is no reason why such products 
cannot be made in India. But the 
tax structure is so punitive for com- 
ponents that it is cheaper to 
import the entire box rather than 


just components," she says. 

GPS receivers, too, face simi- 
lar issues. While the government 
has cut excise duty on GPs handsets 
down to the mobile standard of 
four per cent, standalone Gps 
navigation devices without a 
International Mobile Equipment 
Identification (IMEI) number and 
no screen do not qualify for the 
excise cut and duties stand at 24 
per cent, with the result that sales of 
car-based systems, hugely popular 
in the us, Europe and Japan, have 
been moribund in India. 

Government inaction has been 
particularly pronounced in the case 
of Smart Cards. A 1999 plan to 
make all driving licences and car 
registration documents on smart 
cards has been stuck due to inter- 
agency wrangles and different 
norms followed by different states. 
These licences would have 
blown open a massive market for 
smart cards. 

But the biggest issue facing the 
industry is the lack of Indian- 
designed products that take 
advantage of the technology. “India 
has some really unique needs," 
argues Ahuja. “In fact, the success 
of such products is evident in 
inverters, a product unique to India. 
It is not as if no work is happening, 
but a lot more work can happen." 
As the bulk of semiconductor 
design happens in India, a spurt in 
India-specific products would also 
mean that Indian design firms will 
get more business. 





"It is not as if no work (product 
designing) is happening (in India), 
but a lot more work can happen" 


Jaswinder Ahuja 
Vice President/ Cadence Design Systems 
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"You will see location services 
being offered in more and more 
wireless handsets" 

Ashu Pande 

Managing Director/ SIRF Technology India 


WITHER SILICON? What India does in the Semiconductor Space 


PRODUCTS 

A semiconductor is only as good as the 
product it is in, and on this front India has 
had several hits and misses. Unique products 
such as inverters have been developed but 
arbitrary excise structures have meant that in 
certain cases products are often imported 
whole rather than being made in India. 
GRADE: 
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MANUFACTURING 

India has no commercial semi- 
conductor fabrication units ('Fabs'). 
Several initiatives have been announced 
by state governments, but the bulk of 
semiconductors are still made in China, 
Taiwan, Korea and Japan, with 
scattered Intel plants across the world. 
GRADE: 


DESIGN 


India is a global leader in semi- 
conductor design since the 

last decade. Every major semi- 
conductor company has a design 
shop in India and most of India's 
top IT companies such as Infosys, 
Wipro and TCS also do design work. 
GRADE 
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bt special 


"If the government cannot 
encourage the industry, then 
they should just step back and 
not interfere" 


Ganesh Guruswamy 
Country Manager/ Freescale Semiconductor 


- DR 


However, there are new 
opportunities for Indian firms 
and semiconductor companies 
working out of India. “The rise of 
low-cost manufactured products 
can spur demand significantly. 
Look at the Tata Nano, once Tata 
Motors proved that such a prod- 
uct could be built, it led to other 
manufacturers of automotive 
systems starting to develop low- 
cost products, and that can spur 
demand,” said Guruswamy. He 
claimed that companies that make 
automotive systems, such as air- 
bags, have already started to 
develop low-cost solutions. And 
how would the semiconductor 
industry benefit? Well, the fact 
is that today, the average car is a 
moving computer with tens of 
semiconductor control units con- 
trolling everything from the 
engine to the air-conditioner. 

Our panel gave India an “A+” 
on design and a “C” on products 
but an ‘F’ in manufacture of 
semiconductor wafers. “The 
question is: Do we really need 
to manufacture?” Shetty argued. 
In fact, many of the semiconduc- 
tors used for defence purposes 
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“These (smart) cards would have 
brought in a whole new level of 
authentication and allowed for 
better punitive measures” 


Vivek Sharma 
Vice President/ ST Microelectronics 


IRE 


are made by government institu- 
tions, but even here, the fact is 
that the immense processing 
power of products like the “Cell” 
processor used in the Sony 
Playstation 3 or standard off- 
the-shelf Intel processors can 
easily be repurposed for 
military purposes (in coun- 
tries like Iran and North 
Korea, which have strained 
ties with the United States, 
this is done on a regular 
basis to develop nuclear 
technology). 

So, where is the Indian 
semiconductor industry headed? 
The ISA report highlights great 
numbers, and our discussion 
brought out the fact that despite 
a few missteps here and there, on 
the whole India was doing well 
even on the product front. *The 
spread of semiconductors on 
devices has caught the g government 
unawares. Electronics, navigation 
devices, cameras and phones all 
use semiconductors and all of these 
are intermingling with each other 
but have different excise rates. 
What would the ISA like? “If gov- 
ernment cannot encourage the 
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industry, then they should just step 
back and not interfere. That way, 
everybody would gain. In certain 
areas, like transportation, for 
example, the government has to 
look through petty regional 
differences and be proactive. The 
use of semiconductors can improve 
the quality of life," argued 
Guruswamy. Maybe, the industry 
does have a point. 8i 
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* Office spaces of 2000 sq. ft. and above 
SMS GODREJ CO to 56161 


PROPERTIES 





daltaram.godre;.02 09 


Godrej Waterside, Plot No. 5, Block-DP Sector 5, Salt Lake City, Kolkata 700 091. Tel.: 033-6550 0437, 98304 01852 
Godrej Coliseum. Off. Eastern Express Highway, Sion, Mumbai 400 022. Tel.: 022-6623 5959 Fax: 022-2407 5739 


TI Godrej Properties Ltd. Godrej Bhavan, 4th Floor, 4A, Home Street, Fort, Mumbai 400 001. E-mail: marketing(2 godrejproperties.com * Website: www.godrejproperties.com 


3odrej Properties Limited is proposing, subject to market conditions and other considerations, a public issue of its equity shares and has filed a Draft 
3ed Herring Prospectus with SEBI. The Draft Red Herring Prospectus is available on the website of SEBI at www.sebi.gov.in and the respective websites 
of the BRLMs at www.icicisecurities.com and www.kotak.com. Investors should note that investment in equity shares involves a high degree of risk and 
lor details relating to the same, see the section titled "Risk Factors" of the aforementioned Draft Red Herring Prospectus 
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COLUMN/ PRABAL BASU ROY 


"More Satyams Will 
Continue to Happen" 





To my mind, the 
Salyam fiasco 
throws up a 

very pertinent 
question—do we 
have the political 
will to get to the 
bottom of the 
matter quickly 
without obfuscating 
the real issues 
at hand? 


S AN IT INDUSTRY INSIDER, 1 FELT, 
A like many of us, a personal sense 

of hurt by the Satyam episode. As 
an idealist, I believed that it was time 
for all well-meaning individuals to stand 
up and be counted in order to salvage 
the country's corporate image. Which is 
why I had initially expressed my 
desire, on national TV, to take over as 
CFO of Satyam. Subsequently, wiser 
counsel prevailed after taking a closer 
look at the prevailing ground realities. 
Let me explain. 

To my mind, the Satyam fiasco 
throws up a very pertinent question—do 
we have the political will to get to the 
bottom of the matter quickly without 
obfuscating the real issues at hand? Let 
us look at the facts as they are emerging. 
First, for a financial fraud of this mag- 
nitude, should the local state cip be 
the appropriate agency for investiga- 
tion? It is almost shocking that the most 
competent investigative arms of the 
government like SEBI, SFIO and ED were 
not being allowed to even question 
Ramalinga Raju for weeks. It finally 
took writ petitions in the Supreme 
Court to accomplish what is an 
elementary investigative procedure. The 
CID doesn’t have the competency to 
crack open the case given the immensely 
complex nature of the crime with 
money laundering and hawala trails, 
land deals, benami accounts, insider 
trading, fictitious employee creation, 
round tipping through tax havens, etc. 
Meanwhile, precious time is being 
wasted in the process which will only 
give Raju an opportunity to cover his 
tracks. It’s clearly a case of blatant 
political patronage. 

Secondly, the Board of Directors 





seems to have been cleverly filled with 
respected and honest people but with lit- 
tle or no managerial experience. Three 
key positions have been entrusted to 
people who have been heads of industry 
associations/professional bodies in the 
past. Their key skill is thus one of pla- 
cating all sides in arriving at a “con- 
sensus” and not in driving major 
organisational changes. Deepak Parekh, 
the only business leader with impecca- 
ble credentials to sort out the mess, has 
not even been elected the Chairman 
of the Board! Remember how he sorted 
out the UTI tangle as head of the Deepak 
Parekh committee? This was only 
because the then government allowed 
him to function freely as a professional. 

Then, allowing Ram Mynapati to 
leave the country within days of the 
scandal breaking out, on the pretext 
of a normal business visit to the us, 
speaks volumes of the true intent of 
the local police. Contrast this with the 
clarity of intent and purpose demon- 
strated by all relevant law enforcement 
agencies in the Us during the Enron, 
Tyco, WorldCom and other scandals to 
speedily mete out exemplary standards 
of justice to the high and mighty in- 
volved in those scams. 

Given the lack of political resolve to 
clean up the system, it appears to me 
that more Satyams in the corporate 
world will continue to happen. And 
many more small shareholders will 
lose their entire savings in similar 
episodes of governance failures of 
listed entities. ไพ 
(The autbor is former Group CFO of Polaris 
Software and a Sloan Fellow from the 
London Business School) 





MARCH 8 2009 BUSINESS TODAY 109 


aw IMP CT feature 


The leader in education continues 
to produce leaders 


It's all in the atmosphere here. VIT, 
with an ambience and energy that 
breeds winners, continues to do what it 
excels in: create leaders for the future of 


our planet. 


The magnetic draw of VIT brings to its 
campus a cosmopolitan group of 
motivated students from around the 
world—eager to take advantage of 
the institutes famed innovative 
programmes. And making it all happen 
is the highly qualified international 
faculty, who enhance the quality of 
education with their energising 


interactions and top notch facilities. 


1984-2009 


VIT 


L reating stars 


GLOBAL STANDARDS 


In 2008, over 1,38,000 students applied 
for the VIT Engineering entrance 
exam-indicative of how coveted a seat 
here is for young ambitious and talented 
students. Today, there are 15 
undergraduate programmes and 


30 post graduate programmes, credited." 


by national and international agencies 





such as NAAC, IET(UK) and Energy 


institute (UK) 


VITs stupendous growth comes from 


pursuing excellence in everything that it 


does: academic or environmental 


thanks to the very professional 


governance system laid down since 


inception. The institute's renowned 


research facilities have drawn the 
finest minds from various disciplines 
like biomedical research, information 
technology, nanotechnology, optoelectronics 
and materials engineering; also research 
in basic sciences, applied sciences and 


biosciences. 
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SIX SCHOOLS OF DISCIPLINE 


| * School of Mechanical & Building 


Sciences 
School of Electrical Sciences 
School of Computing Sciences 


School of Biotec hnology Chemical 
& Biomedical Engineering 
School of Science & Humanities 


VIT Business School 


VITs ability to network creates 
unique opportunities right at the 
student level, for conducting and 
supporting research. 


| HOLISTIC APPROACH 


The institution's focus on all-round 


development encourages a vibrant 


interest in extra curricular activities 


Students now have exclusive music, 


dance, dramatics and literary clubs 


besides trekking, debating, movie, 


drawing and quizzing showcasing 


talent in state, district, national and 


international levels 


| Physical fitness is a prime focus in this 
| sprawling 350 acres campus equipped 


with excellent stadia, courts, swimming 


pools, indoor games etc. 
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Don't Let the Tax Bite 





Despite its recent downbeat performance, the time to 
invest in ELSS funds has never been better. MANU KAUSHIK 


F YOU ARE LOOKING FOR TAX- 

saving investment options, 

chances are that you’re think- 
ing of giving the Equity-Linked 
Savings Scheme (ELSS) funds a miss 
this time, thanks to their abysmal 
performance over the past year. 
But market analysts reckon that 
would be a grave mistake. The mar- 
ket meltdown that battered the ELSS 
funds is now promising to make 
them winners. Here’s why you 
should consider investing in them 
this time. 

The most compelling reason for 
investing in ELSs—offered by mutual 
funds—at this point of time is the 
lower net asset values (NAVs) at 
which these funds are available. 
With the Indian economy poised 
to do well over the long term, 
equity markets are expected to pro- 
vide attractive returns over the next 
2-3 years. Says Sukumar Rajah, 
Chief Investment Officer, Franklin 
Templeton: “The performance of 
equity funds over the past year has 





been quite dismal as the stock mar- 
ket has corrected sharply. A ma- 
jority of funds has seen their NAVs 
drop by more than 50 per cent. 
The sharp declines have resulted 
in attractive valuations from his- 
torical levels. Given the expected 
economic growth over the medium 
to long term, investors with a 
slightly higher risk profile should 
consider investing in equities, 
including ELSS products." 

The ELSS funds, which invest 
primarily in equity and equity- 
related securities, have other ad- 
vantages over traditional tax sav- 
ing instruments. For one, ELSS has 
the lowest lock-in period of three 
years. Second, the profits on the 
sale of ELSS units are currently 
treated as long-term capital gains 
and are not subject to tax. Third, 
there is no dividend distribution 
tax on equity investments and div- 
idends thus earned are tax-free. 
And to top it all, ELSS funds offer 
investors the *power" of equities 
and thus the promise of higher rate 
of returns. Says Jayesh Shroff, Fund 


Ahead of the Pack 


How ELSS stacks with other tax-saving options. 


Manager, SBI Mutual Fund: 
“Compared to traditional tax-saving 
instruments that are purely debt- 
oriented, ELSS can help deliver 
better inflation-adjusted returns.” 

Besides, some fund houses are 
now bundling free insurance policy 
with their offerings. For example, 
Birla Sun Life Tax Relief and HSBC 
Tax Saver Equity are offering 
free critical illness cover, while Dws 
Tax Saving is giving free life 
insurance. The Reliance Tax Saver 
scheme comes with a free life 
insurance cover. 

ELSS funds come with two op- 
tions—growth and dividend. While 
the latter option provides regular 
cash flow that is tax-free, in the 
growth option the dividend is added 
to the original investment in the 
form of units. Says Rajan Krishnan, 
CEO, Baroda Pioneer AMC: “As of 
today, the growth option looks 
more promising. Investors should go 
for an option that maximises 
returns rather than allows them to 
derive psychological comfort in 
the form of dividends payouts at 
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s Average annualised returns of top 10 tax-saving funds over five years 
* Only an investment up to Rs 1,00,000 is eligible for tax exemption under Section 80 C 


regular intervals." 

For retail investors, the best way 
to enter ELSS now is through the 
systematic investment plan (SIP) 
route. This is because the market is 
quite volatile. In sip, you gain when 
the market goes up and get more 
units if it comes down. So, it's a 
win-win in both the scenarios. 

There are around 36 ELss funds 
in the market. Based on certain key 
parameters such as rate of return, 
experience of the fund house, sta- 
bility of the investment team, con- 
sistent performance across market 
cycles and transparency and service 
levels, Business Today has 
zeroed in on the best three funds 
that can be added to the portfolio. 


SBI Magnum Tax Gain 

It is one of the oldest and the largest 
tax-saving fund in the country with 
net assets of around Rs 2,400 
crore. The fund's 5-year annualised 
returns are the highest at 26.07 
per cent as against 12.17 per cent 
for the entire category and 10.21 
per cent for the Sensex. At present, 
the fund has invested over 70 per 
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invested over 85 per cent of the 
corpus in equities and the rest in 
cash and equivalent. 


cent in equity and equity-related 
securities—including close to 69 
per cent in large-cap blue-chip 
companies—and the rest in debt 
and other instruments. Since its 
launch in 1993, the fund has 
declared 10 dividends—the last 
one being a 110 per cent dividend 
in February 2008. 


HDFC Tax Saver 
Launched in December 1995, HDFC 
Tax Saver Fund has performed 





Sundaram BNP 

Paribas Tax Saver 

The fund’s 5-year annualised returns 
of 23.23 per cent are better than 
those of its peers, placing it at #2 
among the tax-saving funds. 
Currently, large-cap stocks form 
67 per cent of the fund’s portfolio 
followed by mid-caps at around 30 


Equity Portfolio 
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Source: Value Research 


handsomely over the longer term 
horizon, posting annualised returns 
of 19.23 per cent over the last five 
years. The fund has strong lean- 
ings towards mid-cap stocks (44 
per cent of the total portfolio), par- 
ticularly in sectors such as bank- 
ing and engineering. Over the past 
few months, it has stepped up its 
exposure to software stocks such as 
Infosys Technologies and Tcs. At 
current valuations, its NAV is down 
by over 47 per cent compared to 
last year, but at the same time it 
has outperformed a vast number 


per cent. The fund’s top five hold- 
ings hover around 23 per cent of 
the total portfolio. The fund has 
been highly skewed towards sec- 


tors such as financial services, energy of its category peers. A positive as- 
and FMCG, with the top three sectors pect of the fund is its equity expo- 
constituting about 52 per cent of the sure which is as high as 95 per cent 


of the AUM. Whenever the market 
turnaround happens, the fund is 
going to deliver excellent returns. 8 


fund's net assets. With assets 
under management (AUM) of 
Rs 505.80 crore, the fund has 
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breathtaking performance 


1. The sales for the quarter include Rs. 1036 crores relating to the period 01-04-2008 to 
30-09-2008 as a result of price variations. 

2. The Board of Directors of the company has approved in its meeting held on 28-Jan-2009, Interim dividend @ 
103% on the paid up Equity Share Capital of the company for the Financial Year 2008-09. 

3. The Hon'ble Supreme Court has revoked the suspension of the activities of Panna Diamond Project, subject to^ 
complying with certain conditions. The unit is yet to commence production. There is no change in the status 
of UPFO plant, which is under ‘care & maintenance’. 

4 Ithas been decided to lease/sell the plant and machinery of Lalapur Silica Project. 

5. The Company has received 5 complaints from investors and all of them were disposed off, therefore, 
complaints lying unresolved at the quarter ended 31-DEC-2008 be treated as "NIL". 

6. The above results have been reviewed by the Audit Committee at its meeting held on 
28-JAN-2009 and approved by the Board of Directors at its meeting held on 28-JAN-2009 at New Delhi. 
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NMDC Limited 


(A Government of India Enterprise) 

Read. Office: "Khanij Bhavan", 10-3-31 1/A,. 
Castle Hills, Masabtank, Hyderabad-173. 
Website: www.nmdc.co.in 
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UN-AUDITED FINANCIAL RESULTS FOR THE QUARTER ENDED 31-DEC-2008 i 














Se (Rs. in Crore) | 
Unaudited E Audited 
| Three months ended | Nine months ended | Year ended 








_31-DEC-2008 | 31-DEC-2007 | 31-DEC-2008 | 31-DEC-2007 | 31-Mar-2008 
Pe. ——  1-O EN 2 j _ 4 | 
| 2,337.50 | 1,623.60 | 5,627.97 | 3,816.80 | 5,711.31 


1. a. Net sales / Income from operations 




















b. Other operating Income | 2.70 6.65 | 11.13 26.46 | 30.70 
TOTAL: T 3 | 2,340.20 39.10 | 3,843.26 | 5,742.01 
2. Expenditure | 
a) Increase(-)/decrease(--) in stock in trade | -62.89 -4.26 -30.17 
b) Consumption of Stores & spares | 59.57 113.59 175.33 
c) Employees Cost | 136.86 173.12 355.62 
d) Selling Exps incl. Freight out | 176.40 343.64 518.56 
e) Depreciation & DRE | 18.32 Es E 
f) Other Expenditure | 76.67 03.1 _ 249.01 | 351.5 
- . TOTAL [ -93 38 | 1,200.32 | 923.17 | 1,434.37 
_ 3. Profit from operations before other income, | 
. interest & exceptional items (1-2): | 1,935.27 | 1,300.87 | 8.78 | 2,920.09 4,307.64 
4. Other Income | 226.48 167.87 |. 647.22 469.33 639.83 
5. Profit before interest & exceptional items (3+4): | 2,161.75 1,468.74 | 5,086.00 | 3.389.42 | 4,947.47 
6. Interest | s - | - - | - 
7. Profit after interest but before exceptional | 
items (5-6) , 2,161.75 | 1,468.74 | 5,086.00 | 3.389 .42 4,947.47 
8. Exceptional Items | - - | - - E 
9. Profit from ordinary activities before Tax (7+8) | 2,161.75 1,468.74 | 5,086.00 | 3.389.42 | 4,947.47 
+ 10. Provision for Tax-Current Tax & FBT | 736.35 506.75 1,732.80 | 1,161.97 | 1,717.08 
| - Deferred Tax 0.45 -6.23 2.01 -6.56 -20.59 
_ 11. Net Profit from ordinary activities after tax (9-10)! 1,424.95 | 968.22 | 3,351.19 | 2,234.01 | 3.250.98 
.. 12. Extraordinary Items (net of tax expenses Rs -) - - ๓ ต - 
13. Net Profit for the period (11-12): 1,424.95 968.22 | 3.35 2,234.01 | 3,250.98 
— 14. Paid-up Equity Share Capital: 36.47 132.16 96. 132.16 | 13216 
Y Face value per share Re 1/- | Rs 10/- Re 1/- Rs 10/- Rs 10/- 
_ 15. Reserves excluding revaluation reserves - 8,157.49 
_ 16. EPS for the period (Rs.)-Basic and diluted | | 
before and after extraordinary items = | 73.26 | - 169.04 245.99 
EPS - post split & bonus issue 3.59 2.44 | 8.45 5.63 8.20 
.. 17. Public share holding - : (Annualised) 
: - Number ot Shares | 2135154 


- Percentage of shareholding | 


SEGMENT WISE REVENUE, RESULTS AND CAPITAL EMPLOYED 
UNDER CLAUSE 41 OF THE LISTING AGREEMENT : 
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a = - — ๕ - (Rs. in Crore) 
| Unaudited | Audited 
| , Three months ended | Nine months ended | Year ended 
LLL vM 1.16 mc 
| | 91-DEC-08 | 31-DEC-07 | 31-DEC-08 | 31-DEC-07 | 31-Mar-2008 
" = = = TT F " r I | 
] 1. Segment Revenue | 
| (net sale/income from each segment) | 
a) Iron Ore 2,337.51 | 1,623.03 5,626.20 | 3,811.76 | 5,705.32 
| b) Other Minerals & Services ERR: ° 0.57 | 1.77 5.04 5 
| Total 2,337.50 | 1,623.60 | 5,627.97 | 3,816.80 571131. 
| Less: Inter segment revenue ! EM —- | - : - 4 3 
| Net Sales / income from operations 2,337.50 1,623.60 5,627.97 | 3,816.80 | 5,711.31 | 
| 2. Segment Results = = | | Ee | 
| (profit (+)/loss(-) before tax and interest from | | | | | 
each segment) | | | | 
. a) iron Ore 2,052.19 1,338.26 4,607.97 | 2,996.98 | 4,490.09 
| b) Other Minerals & Services 24.31 | -4.85 | -11. -15.64 | -24.36 
Total 2,047.88 1,333.41 4,596.13 | 2.981.34 | 4,465.73 
i) Less: Interest - | - - - - 
ii) Add: Other unallocable income 113.87 135.33 489.87 408.08 481.74 | 
net off unallocable expenditure š E | - เส ร ง 
Total Profit before Tax 2,161.75 | 1,468.74 | 5,086.00 | 3,389.42 | 4,947.47 
3. Capital Employer RE — —— ú Ty | 
(Segment assets-Segment Liabilities) | 
a) Iron Ore | 1,019.39 935.10 
b) Other Minerals & Services | -0.70 | 732 | 
C) Other offices | 7.6 


Total 
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Want a Job, Go Rural 


At a time when urban jobs are dwindling, microfinance is creating jobs in rural 
India— provided you have the right skills and aptitude. sAuMYA BHATTACHARYA 


I A MEETING OF SKS 
Microfinance, one of the 
fastest-growing micro- 
finance organisations เท 
the world, in rural 
Hyderabad in February 2009, Mal- 
lamma, 42, is busy seeking a loan of 
Rs 50,000 for her fish business. 
This would be her second loan after 
she took a loan of Rs 10,000 last 
year. She is in an expansion mode 
and is planning to employ more 
persons in her fish business. 





ah. 


116 BUSINESS TODAY MARCH 5 +009 


Suresh Gurumani, 
CEO & MD, SKS Microfinance 
“We are drawing up plans for 


a training academy to meet 
our requirement of talent” 


Or take the case of Geetawati. 
After the death of her husband, she 
took a loan of about Rs 10,000 to 
buy a sewing machine and start her 
small business. One year down the 
line, her daughter has started work- 
ing at a call centre. She now wants 
to seek another loan to buy more 
sewing machines and grow her busi- 
ness. She earns Rs 100 a day and 
employs another person. 

Microfinance’s many such eco- 
nomic enterprises are generating 


Vijay Mahajan, 

Chairman, BASIX India 
“For every client base of a 
million, over 3,500-4,000 
persons are employed” 


significant direct and indirect emp- 
loyment, mostly in the rural areas. 
According to N. Srinivasan’s State of 
the Sector Report on Microfinance, 
over 800 microfinance institutions 
(MFIs) now operate in India, reaching 
out to over 140 lakh clients, with an 
outstanding cumulative small loans 
of Rs 5,900 crore. Moreover, over 
the last few years, the Indian mic- 
rofinance sector has witnessed imp- 
ressive growth. In 2007-08, MFI 
grew 40 per cent over previous year. 





“Microfinace in the Indian context is 
mostly a rural phenomenon. Hence, 
most jobs will get created in the 
rural sector,” says Suresh Gurumani, 
CEO & MD, SKS Microfinance. 

Moreover, the structure of the 
rural economy is changing fast. 
According to Dr Rajesh Shukla, 
Senior Fellow at the National 
Council for Applied Economic 
Research (NCAER): “The rural econ- 
omy is increasingly moving from 
farm to non-farm. There are ind- 
ications that microfinance along 
with other rural development ini- 
tiatives is boosting the enterprises 
in the rural areas.” That will 
require both manpower and infra- 
structure, he adds. 

SKS Microfinance is India’s 
largest MFI with 1,400 outlets 
across 18 states employing 14,000 
people. “Our employees are from 
the same social strata as our bor- 
rowers,” says Gurumani. In three 
years, the MFI aims to double its 
employee strength to feed its exp- 
ansion plans. It is looking to add 
350 branches and around 3,000 
employees in 2009-10. 

Says Vijay Mahajan, social entre- 
preneur and Chairman of BASIX 
India, an MFI comprising a non- 
banking finance company engaged 
in credit and an NGO engaged in 
technical assistance: “The jobs that 
matter are at the lower rung. Micro- 
finance in India is a big employer as 
the demand for MFIs is unmet. 


SMALL IS BIG 


@ Who's Hiring: 
Microfinance institutions 
like Bandhan, BASIX India, 
NBFCs and mainstream 
banks 


@ Who're They Hiring: 

Volumes are at the levels of 
field staff, back office staff, 
supervisory roles and 
mid-level managers 





@ At What Salaries: 

For entry level, the salaries 
are in the range of 

Rs 84,000-1 lakh per annum. 
Campus hires from Tier Ill 
business schools get up to 
Rs 3 lakh p.a. For senior-level 
openings, salaries could go 
upwards of Rs 10 lakh p.a. 


Microfinance is hiring a large num- 
ber of people. Boom or bust does 
not matter to microfinance." 

The sector needs graduates and 
undergraduates at the field work 
levels and people with over 2-3 
years experience for managerial 
positions. "Typically, for every 
client base of a million, over 3,500- 
4,000 persons are employed," he 
says, adding that at entry level, 


local undergraduates become the 
target employees. 

The Mis are also hiring talent at 
the managerial levels as they need 
manpower for roles like area man- 
agers, audit managers, HR trainers 
and HR managers. SKS Finance hired 
100 MBAs last year from Tier Ill 
institutes as area managers. "We 
will continue to hire these mid-level 
managers as expansion happens," 
Gurumani says. 

However, MFIs are facing tal- 
ent availability pangs. SKS 
Microfinance is drawing up plans 
for a training academy to meet its 
requirement for talent. “MFIs are 
fast-evolving. One needs to have 
a different set of values and skills in 
the sense that one needs to have 
clear understanding of the target 
client's socio-economic back- 
ground," says Gurumani. 

There's more. Microcredit is 
not the sole area offering oppor- 
tunities. Three new areas are creat- 
ing jobs at the bottom rung: micro- 
insurance, saving and remittances 
services, and agricultural and live- 
stock services. “Each of these areas 
will require a specialised skill-set,” 
says Mahajan. 

So, right now, rural economy— 
agriculture output has grown for 
four consecutive years—has come 
to partially rescue the collapsing 
urban job market. For once, 
a rural-urban divide of the posi- 
tive kind. I 


Search for a job with a Monster . 
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Senior Management Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Kewal Kiran Clothing Limited, 
Dy.General Manager (Marketing), 
Mumbai, 8-12 years, Job ID: 6082357 
Proven ability to lead the team of strong 
marketing professionals for achieving the 
sales target, creating market avenues, strong 
acumen ship of ensuring revenue collection 
from franchisees and more. 


Allied Worldwide Business Solutions, 
Senior Manager Marketing, Bangalore, 
10 - 13 years, Job ID: 6687982 
Responsibilities: Develop an annual marketing 
plan in conjunction with the sales department. 
This should detail the year's activity to meet the 
agreed company objectives. Budget 
management. 


Velox Management Solutions Pvt Ltd, 
Area Sales Manager, Chennai, Pune, 4 - 
14 years, Job ID: 6002431 

The candidate should be a B.E. / B.Tech or any 
Graduate with exp. of Institutional Sales / 
Project Sales in Electronic Security Systems 
industry only. 


Ghatge Patil Transports Ltd, Dy.GM 
Finance and Finance, Kolhapur, 7 - 10 
years, Job ID: 6743124 

The candidate should have expert knowledge 
in accounts and finance. He should have a 
detailed practical knowledge in forecasting, 
budgeting and accounting principles and 
techniques. 


Infinity Servicess, Area Sales Manager , 
Bangalore, 8 - 10 years, Job ID: 6729148 
Duties will include: Source the Agents as per 
the agreed mix and policy. Monitor agent 
performance. Develop the way to the market 
for various segments and develop agents on 
the same. 


Ciena, Services Sales Manager, Delhi, 
Gurgaon, 7 - 15 years, Job ID: 6663682 
Responsibilities: General sales strategy, 
services product positioning, pricing and 
comprehensive deal margin analysis, 
comparative pricing analysis, contract term 
negotiation and closure. 






Elgiva Business Solutions Pvt Ltd, 
Head - IT Security & Governance, 
Bangalore, 16 - 24 years, Job ID: 6740431 
Role: Manage the development and 
implementation of global information 
security policy, standards, guidelines and 
procedures. Oversee incident response 
planning and more. 


Onward Technologies Limited, Domain 
Head / Business Head - Seating, Pune, 
12-22 years, Job ID: 6738024 

Graduate in Engineering, preferable MBA or 
Post-Graduate Degree in engineering. 
Candidate should have excellent experience in 
application domain and technologies and 
more. 


Auromira Energy Company Private 
Limited, SBU Head - Biomass, India, 12 
-20 years, Job ID: 6734677 

Engineering Graduate (Mech or Electrical). 
Preferably with a PG Dip Business 
Management - Operations. Experience in 
biomass / sugar / cogen plants. 


Sagacia Soft Technologies Services Pvt 
Ltd, DGM - Sales, Hyderabad, 10 - 14 
years, Job ID: 6734538 

Any Graduate; Post Graduation or Post 
Graduate Diploma in sales or marketing will 
be an added advantage. Hindi is a must known 


language. 


EDS Technologies Pvt Ltd, Country 
Manager - Training Centre, Bangalore, 
10 - 20 years, Job ID: 6708221 

Applicant will manage the complete business 
operations of the Training Centre in India. 
He/She should run the Training Centre as a 
CEO and directly report to the President. 


TATA Projects Ltd, Vice President - 
Supply Chain Management, 
Hyderabad, 25 - 30 years, Job ID: 
6709591 

Aspirant must have knowledge of Finance & 
HR mgmt, knowledge of basic Engineering & 
Project mgmt, knowledge in project 
construction activities, Labor laws, and safety 
knowledge in contracts mgmt. 


To know how to apply for these jobs, go to finance jobs listing page. 
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Singhi Advisors Ltd, Director/ Head, 
Bangalore,10-15ycars, Job ID: 1927958 
An MBA, preferably with an enginecring 
background from a reputed institute or a CA/ 
ICWA with experience of Investment Banks/ 
Consulting Firms/ FIs/ Banks/ Large 
Corporates having Multi-functional activities, 
ctc. 


Sellcraft Softech Pvt Ltd, Dot net 
Architect , Pune, 10 - 15 years, Job ID: 
6746485 

Suitable candidate should have worked as an 
architect for minimum 3.5 to 4 yrs and pre- 
sales should be minimum 1.5 yrs and above. 
Experience in creating Software Architecture 
Artifacts / High Level Design. | 


Panacea Biotec Ltd, Manager - 
Analytical/ QA, Delhi, 10 - 12 years, Job 
ID: 6746405 

Key Duties will involve: Review and audit of 
analytical development report of Analytical 
Research Department of R&D. Review of 
analytical technology transfer protocols and 
reports. 


Quality Engineering International 
System, Engineering Head , Faridabad. 
18 - 28 years, Job ID: 6745457 

He shall lead a team of 15 Engineers. Shoulc 
be B.E (Mech) with 18 -2 5 years of exp ir 
design, development & engineering 
companies /Auto-components mfg 
Companies. 


Suraj Exports, Graphic Manager, Delh? 


Chennai, 10 - 15 years, Job ID: 6736772 
Must have handled min of 100+ team 
members. Should have sound knowledge ir 
technical skills. Communication is very 
important to interact with US clients. 


Speck SpatialTech Ltd, Production 
Head, Hyderabad, 13 - 26 years, Job ID: 
6746342 

Person should have experience in handling 
production team & must be familiar with ISO 
& ISMS procedures in production. Must have 
worked with medium / small scale industrial 
sectors. 














monster.com 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


^ Global Edge Software Ltd, System Test 
Engineer, Bangalore, 2 - 4 years, Job ID: 
6746655 


Person should have experience with system 
level product knowledge. Expertise in PC and 
Server Architecture. Application and OS 
debugging skills are needed. 


Dell, .net developer (Sr. Software 
Engineer/Tech Lead), Bangalore, 3 - 7 
years, Job ID: 6746563 

Applicant must have very good hands on 
development experience in Asp.net, C#, 
AJAX, XML, SQI server; exposure and 
development experience in webservices, SQL 
feet 205. 


Juniper Networks Inc., Etherenet 
Switching Engineers, Bangalore, 9 - 12 
years, Job ID: 6746490 

Applicant must have good experience 
preferably in networking company, Strong 
development experience in Layer 2 Ethernet 
Switching. Knowledge of Layer 2 Protocols 
STP/RSTP/MSTP and more. 


Sabre Travel Technologies Pvt Ltd, ETL 
Developer, Bangalore, 4 - 6 years, Job 
ID: 6746545 

Person should have good datawarchousing 
knowledge. Strong in Informatica tool. Strong 
in Teradata DB, Fundamentals and SQL. 
Good in Shell scripting, BTEQ, Multi/Fast 
Loads and more. 


Sysbiz Technologies Pvt Ltd, Team 
Lead, Chennai, 4 - 8 years, Job ID: 
5740434 

Aspirant must have hands on experience in 
J2EE, WebLogic& above, Web Services, 
Workflow Engines, Rules Engines and Report 
Servers. Experience in re-engineering projects 
and more. 


Suraj Exports, Dot Net Programmer, 
Chennai, 0 - 6 years, Job ID: 6663438 
Need Dot Net Programmer with 3 - 6 years 
*xp in the software and web application 
development. Should have sound knowledge 
n Dot Net. 


LIFEGUARD - 


IPP Global Technologies Pvt Ltd, 
-Net Team lead, Hyderabad, 5 - 6 
years, Job ID: 6709921 

He/She should have expertise in ASP.Net, C# 
- 2.0, Net 3.0, SilverLight, SQL Server 2005, 
Crystal Reports Reporting, SQL Server 2005 
Reporting Services. 


Oxygen Healthcare Communications 
Pvt Ltd, Web Programmer, Mumbai, 1 
- 5 years, Job ID: 6065811 

Duties will involve: Develop dynamic 
websites, E-commerce websites using 
ASP.Net , good command on SQL-server. 
Designing of web pages, security of web 


pages. 


Microtel, Web Programmer, Noida, 2 - 
3 years, Job ID: 6745656 

Programmer must have advanced knowledge 
of and experience in MySQL, PHP, PERL, 
Linux. Excellent verbal and written 
communications skills. Ability to effectively 
and efficiently solve problems as they arise. 


Akshay Software Technologies Ltd., 
Oracle DBA, Delhi, 5 - 7 years, Job ID: 
6745038 x 

Looking for Oraclc DBA with technical skills 
in AIX and Solaris Unix, Linux and Windows 
platform in production environments in 
oracle 8i, 9i and 10g versions. 


Melstar Information Technologies 
Limited, AIX Administrators, 
Bangalore, Chennai, 3 - 6 years, Job 
ID: 6745048 

Administrator should have expertise and 
relevant working experience in AIX. AIX 
Admin, should be working on either L3 or L4 
support. 


Lyca Technology Solutions Pvt Ltd 
(Lycatech), Solution Architect, 
Chennai, 10 - 16 years, Job ID: 6744855 
Architect with technical knowledge of the 
solutions, dedicated customer architecture 
and global requirements. Should be able to 
present and demonstrate solutions and more. 
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Exa India Pvt Ltd, Web Developers, 
Mumbai, 1-5 years, Job ID: 6744820 
Incumbent with minimum of 2 years proven 
experience with professional web design, 
development and production. Strong CSS, 
XHTML and JavaScript skills a must. 


Think Future Technologies, Senior 
Flash Developer, Gurgaon, 2 - 5 years, 
Job ID: 6744712 

Candidate will be required to lead/build a 
team of Flash developers. Will also be 
expected to be involved in actionScript 
development/architecting. Should have good 
exposure to javascript, html, css as well. 


BrickRed Technologies, Senior 
Software Engineer - Sharepoint, 
Noida, 3 - 6 year, Job ID: 5026754 

Role: Development of web parts on 
Sharepoint services 3.0. Customization of 
Sharepoint portal server 2007. Development 
of workflows on Windows workflow 
foundation. 


Atos Origin India Pvt Ltd, UDB DB2 
DBA experts, Mumbai, 3- 12 years, Job 
ID: 4153178 

Will be responsible for database 
administration on IBM DB2 8x. Must have 
knowledge of database administration and 
troubleshooting. Experience in installing, test, 
troubleshooting issues. 


MAQ Software, MOSS 2007 / 
Sharepoint Lead, Hyderabad, 3 - 8 
years, Job ID: 6470281 

Experienced and highly motivated Sharepoint 
lead, with broad experience in Sharepoint 
application development and configuration on 
MOSS. The position requires strong technical 
and communication skills and more. 


IP soft India Pvt Ltd, Perl Expert, 
Bangalore, 2-8 years, Job ID: 6713634 
Need Perl Expert. Will require cither unix 
sytems experience and/or snmp/network 
experience. Need to work on Network 
discovery tools, UI, SNMP and other service 
checks. 


o finance jobs listing page. 
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Sales and Marketing Jobs 


monster.com 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


IPP Global Technologies Pvt Ltd, 
Presales Consultant , Hyderabad, 5 - 7 
years, Job ID: 6707793 

Experience in lead generation, sales forecast, 
requirement analysis, RFP, RFI, competitor 
analysis, account management, sales 
presentation, demonstration, sales closing 
and more. 


Pangea3 Legal Database Systems Pvt 
Ltd, Analyst - Marketing, Mumbai, 1 - 
3 years, Job ID: 6745326 

Strong knowledge of Microsoft Office 
applications particularly Word and 
PowerPoint. Excellent writing skills. Excellent 
communication skills (written and oral). 


Blue Star Infotech Ltd, Direct Sales 
Agent/ Commission Agent, 
Bangalore, Mumbai, 4 - 10 years, Job 
ID: 6745092 

Aspirant must have done B.E. / MCA and 
MBA or equivalent. Around 4 years Direct 
Sales experience in ORACLE ERP. Will be 
responsible to plan and carry out direct 
marketing and sales activities and more. 


Sanmar Group, Regional Sales 
Manager, Delhi, Hyderabad, 6 - 8 
years, Job ID: 6670559 ` 

Role: Achieving the sales target and payment 
collection. Order processing, creating new 
customers in the region. Managing dealers' 
network. 


Aliens Group Info Pvt Ltd, Sales 
Executive, Hyderabad, 0 - 1 year, Job 
ID: 6656647 

Looking for any Graduate and Post Graduates 
(MBA-Marketing Preferable). Will be 
responsible for arranging daily client meetings 
and scheduling them accordingly. 


Sagacia Soft Technologies Services 
Pvt Ltd, Area Sales Manager, 
Bangalore, 2-4 years, Job ID: 6744732 
Responsibilities: Meeting with Architects / 
Builders/ Dealers /Contractors/ Consultants. 
Handling sales promotion activities, dealer 
meets, local promotional activities. 


To know how to apply for these jobs, 


New Horizons India Ltd, Presales 
Manager, Noida, 5 - 8 years, Job ID: 
6743807 

Incumbent should have handled and prepared 
proposals for at least 10 to 20 SI projects 
involving hardware, software, networking, 
services, etc. Sound oral and written 
communication skills and more. 


Valeur HR Solutions, Marketing 
Manager, Valeur HR Solutions, 5 - 8 
years, Job ID: 6593263 

The candidate should have: Marketing 
experience having exposure with retail sector. 
Good communication skills. 


Tata Teleservices Limited, Marketing 
Executive, Hisar, 1 - 3 year, Job ID: 
6732391 

Applicant must have relevant experience in 
marketing and will be responsible for 
marketing and coordination with vendors. 


Choksey Chemicals Pvt. Ltd, Sales 
Officer/Sales Executives, Bangalore, 
Mumbai, 1 - 5 years, Job ID: 6738904 
Role: Meet architects, builders to close deals. 
Site visits, appointing dealers / distributors 
network, handle promotional activities, 
exhibition, roadshows, hoardings. Must have 
good communications skill. 


One 97 communications Pvt Ltd, Sr. 
Manager - Sales, Mumbai, 4 - 8 years, 
Job ID: 6422330 

The incumbent will be responsible for account 
management and sales with the existing 
account (Telecom Vertical / Media / OEMs / 
Enterprise client) and more. 


Minilec India Pvt Ltd, Sales manager - 
Agroproducts, Pune, 4 - 10 years, Job 
ID: 6737404 

Person must have done B.Sc Agriculture, 
DBM / MBA and experience in Agri-products 
marketing / Sales To Promote Sales of 
Organic Manure & Agriculture Products. 


Submit your resume on monster.com 


and let monster work for you 


ValueLabs, Assistant Manager-Sales, 
Hyderabad, 4 - 6 years, Job ID: 
6733872 

Aspirant must have: Extensive direct, new 
business sales skills with consisten’ 
achievement of financial targets. Ability anc 
willingness to contribute at all stages of th: 
sales cycle. 


eMatrix Infotech Solutions India Pv 
Ltd, Territory Sales Executive 
Kolkata, 3 - 5 years, Job ID: 6732474 

Person must have done Post Graduate Sale 
and Mkts / Diploma in Civil Engincerin 
Responsibilities will include: Secure order 
develop, manage and retain customers. Ensur 
sales realisation. | 


Best IT World India Pvt Ltd, Are: 
Sales Manager , Amritsar, 3 - 5 years 
Job ID: 6732105 

He shall be accountable for achieving th 
targets, leading and motivating the sales forc: 
achieving the width of distributior 
conducting displays, building volumes an 
implementing the marketing and sale 
promotion strategies. 


Infomedia India Ltd, Sr.Sale 
Execuitve/Sales Executive 
Ludhiana, 0 - 3 years, Job ID: 6731963 
He will be responsible for developir 
relationships with and selling to custome: 
Achieving sales penetration /revenue targe! 
in a given region/area. Ensure that month 
targets and call rates are met. 


Larsen & Toubro Limited, Sal 
engineer, Delhi, Mumbai, 0 - 3 yea: 
Job ID: 5925966 

Engineer will be responsible for: sales 
marketing of welding products. Developi 
application in all industries. Recommendati 
of products. Promoting the products throu 
dealer network. 


Aple Pharma, Sales Representati 
Ghaziabad, 0 - 4 years, Job ID: 67286. 
Any fresh/experienced graduates (B 
BCom, BA, DPharma) looking for medi 
representatives for different parts of | 
(Gaziabad, Agra, Aligarh, Merrut, Rampur, 
and morc. 


go to finance jobs listing page. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Leonia Holistic Resorts, Finance 
Executive, Hyderabad, 3 - 7 years, Job 
ID: 6743432 

Role: Preparation accounts, stores, filing of 
statutory returns, preparation of budgets & 
project reports. Monitor cash collections, 
track and report the same on a regular basis. 


VMware Software India Pvt Ltd, 
Revenue Manager, Bangalore, 4 - 10 
years, Job ID: 6662879 

Manager with Bachelors degree in accounting, 
CPA. 7+ years total experience in accounting, 
including 3+ years revenue accounting 
experience. 


Scope International Private Limited, 
Sr.Financial Analyst, Chennai, 1 - 6 year, 
Job ID: 5355247 

Analyst with good knowledge of financial 
reporting/accounting and management 
reporting/accounting practices. Proficient 
with spreadsheets and analytical tools 
including MS Excel, MS Access, Monarch, 
Visual Basic, ctc. 


Cactus Communications Pvt Ltd, 
Accounts & Finance Manager, 
Mumbai, 4-6 year, Job ID: 6300078 

CA, with minimum 4 years of exp, in 
IT/ITES/Service industry. Should have 
independently managed finance function of a 
small/medium size company. Expert skills in 
Tally and Excel. 


SKP e-Solutions Pvt Ltd, Accounts 
Processors (General Accounting), 
Pune, 2-8 years, Job ID: 6572278 

The job also involves co-ordination with 
banks, teams from other processes and various 
departments of the client for getting the 
information for closing the open items. 





jobseekers - To apply for above jobs 


|. Logon to www.monster.com 


2. Type the Job ID in the “Search Jobs" box on the 


homepage 
3. Click the "Go" button 






West Asia Exports & Imports (P) Ltd, 
Accountant, Chennai, 3 - 5 years, Job 
ID: 6739749 

Duties will involve: Raise invoices, maintain a 
complete accounts and inventory do a 
periodical site inspections for stores, follow up 
with tenants for lease and maintenance 


payments. 


Zenta Group, Manager - Finance, 
Chennai, 4 - 6 years, Job ID: 6354393 
Applicant must be strong in capital budgeting 
and planning. Preparation of annual and 
quarterly budgets for the corporate. Experience 
in billing for US clients. 


Mellon Bank, Accounts Assistant, 
Bangalore, Delhi, 2 - 5 years, Job ID: 
6738188 

Responsible for assisting the Operational 
Accounting team in maintaining the accounting 
and process integrity for Central Finance team. 
Monitor and control the regular Treasury FX 


and more. 


International Seaport Dredging 
Limited, Site Accountant, Chennai, 3 - 
5 years, Job ID: 4885952 

Will be responsible for site expenditure and 
income accounting, projecting cash flows, 
monthly reporting and import formalities. 
Practical knowledge of TDS under Income 
Tax and familiarity with Service Tax and VAT. 


Cognizant Technology Solutions Pvt 
Ltd, Senior Financial Analyst, 
Chennai, 3 - 5 years, Job ID: 6737797 

An MBA or chartered accountant with 
equivalent work experience. Sound knowledge 
of, and experience applying, the principles of 
finance and accounting. Solid oral and written 
communication skills. 


or 


Login & access your Monster account through your GPRS - enabled mobile 










NG THE RIGHT CANDIDATE STRESSING YOU OUT? 


jusr CALL 


For the fastest, easiest and most 
economical way to get to the 


Syntel Inc, Accounts Assistant, Pune, 1 
-2years, Job ID: 5913137 

Looking for B.Com, BBA graduates with 
experience in reconcilation, fund accounting, 
capital market. 


Maya Entertainment Limited, 
Accounts Assistant, Mumbai, 0 - 2 
years, Job ID: 6734405 

A graduate proficient in MS Word, MS Excel, 
MS Outlook, and Internet. Ability to learn 
industry relevant software quickly Good 
communication skills. 

Samsung E & C India Private Limited, 
Chartered Accountant, Delhi, 3 - 8 
years, Job ID: 6731902 

Will be responsible for accounting & finance 
matters at construction site office. Corporate 
and other Statutory Compliances, Tax 
planning including adhering to Income Tax & 
Service Tax matters. Coordinating with 
Statutory Auditors. Handling TDS, Service 
Tax. 

Allied Worldwide Business Solutions, 
Accountant, Bangalore, 7 - 10 years, 
Job ID: 6035321 

Aspirant with full time Masters degree in 
Finance from a reputed institute, M.B.A. — 
Finance / or a Cost Accountant. Experience in 
IT and/ora services industry and more. 
Naipunnya International, Finance 
Head, Kolkata, 15 - 18 years, Job ID: 
6704233 

Incumbent should be a Chartered Accountant. 
Should have at least 15-17 years of experience. 


Srinath Jewellers, Accountant, 
Hyderabad, 2 - 3 years, Job ID: 
6659625 

B.Com / M.Com / C.A. Inter/ ICWAL, with 
expert working knowledge of Tally6.3/7.2. 
Minimum 5 years of experience in accounting, 
Hands-on experience and knowledge of the 
accounting package essential. 


Employers - To buy Monster products and services 


Call us at 1800-419-6666 


email us at sales@monsterindia.com 








perfect resume, call us or visit 


mm Mattar v... 


www.monster.com. We'll get you 
the right candidate, 


monster.com 
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COMPONEX NEPCON INDIA 2009 CoM PaNex 


15th International Exhibition and Conference of 
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Electronic Components, Materials & Production Equipments. ALT i Ld 
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Connect with the CY e. 


in the electronics industry. 


24th - 26th Feb ‘09 


Hall No. 18, Pragati Maidan, New Delhi 


Catch the curtain raiser on 14 Fe 
Repeat telecast on 15 Feb only on P 
Exclusive Business News Chann 


CE Reed Exhibitions BUSINESS NE 


Come, benefit from the experience of industry leaders at the featured conference 

brought to you in association with ELCINA - Knowledge & Exhibition Partner. Register Now! 
Theme: 

“Growth Opportunites v in Electronics Manufacturing -The Road Ahead" 


Exhibitors' Profile: 


Components: Production Technology and Equipments: 





*Semiconductors * Passive Components * Micro Controllers * SMT * EMS + Printed Circuit Boards (PCBs) * Component Manutacturing 

* Component Materials * Sensors, Switches & Relays * Cables & Connectors lechnology * Packaging * Soldering Materials, Tools & Technology * lest & 

* Flectromechanical Components * Modules, Hybrids, Subassemblies & Measurement Instrument * Tools, Dies & Moulds * Manufacturing & Logistics 

Subsystems * ED/EDA * Electronic Displays * Power Electronics for Semiconductors Microsystems, PCBs, Subassermblies, Modules & 
Hybrids * RAD Services * Embedded Systems 


Must visit for professionals from: 
* information Technology * Communication lechnology * Medical lechnology * Flectronies and Electrical Engineering * Machinery and Plant Construction 
* Automotive Electronics * Aerospace lechnology * Defence * Quality Control * Cornsurner Flectronics * Research andl 2 200 * Government Officials 


lo pre register contact Jessic a Sidhu Tel. +91 124 4686 327 Mobile: +91 98111 24262 Email jessica sidhu(@reedexpo CO. uk 


Silver Lanyard & Badges To pre register, please visit 
Spansor น ิ ด ๐ ก จ อ ค 1 Sponsor ; www.componex-nepcon.con 
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Understanding Depressions 


Krugman gives us a lucid tour of history's worst slumps. Unfortunately, he 
also proves that we are doomed to repeat the same mistakes. RA JIV RAO 


book called The Return of Depression 

Economics which was mainly in response 
to the Asian crisis of the ’90s. In it, he warned 
of another 1930s-style depression, but the 
book attracted little attention. Back then, the 
US economy and stock market were booming, 
Fed Chairman Alan Greenspan was hailed as 
a prodigy and monetarist Milton Friedman 
remained the patron saint of a staunchly 
government-free economy. 

Today, the American economy—and the 
world's—lies in tatters. Greenspan's name is 
mud. And instead of Friedman, the world is 
now listening closely to the ghost of John 
Maynard Keynes who, over seventy 
years ago, advocated government 
spending to boost employment and 
growth, especially as an antidote to 
the depression of 1931. Krugman, of 
course, won the Nobel prize for 
Economics last year. 

In Krugman's re-tooled book, 
we are taken on a dizzying voyage 
across the seas of economic turbu- 
lence, confronting the many short- 
term and prolonged depressions 


DP 1999, PAUL KRUGMAN WROTE A SLIM 





the economic slump. This is precisely what is 
taking place in the global economy today. 
Krugman says that Japan, in the '90s, 
experienced a major ‘liquidity trap.’ Sounds 
familiar? It should, since this too is what cur- 
rently ails much of the world. Japan’s econ- 
omy grew, but not fast enough to keep up 
with expanding capacity. As a result, its work- 
ers and machines both lay idle. Japanese con- 
sumers also became reluctant to spend, even 
at Zero interest rates, worsening the recession. 
Japan’s experiences get to the heart of 
Krugman’s ‘Depression Economics'—a term 
he coined to describe the economic mess in 
the 1930s, which has an uncanny resem- 
blance to today’s situation. In 
essence, monetary policy becomes 
defunct when you cannot slash rates 
any further. The only way out is 
through aggressive financial inter- 
vention by the government. This 
is done by employing people— 
anathema to free-market monetarists 
of Friedman’s ilk—so they can buy 
things and drive business growth. 
Krugman points to another leit- 
motif: leverage, and the havoc it 


over time. These include Mexico’s e Reis creates. Consider the panic of 1907. 
‘Tequila’ crisis in the '90s, several ^ PAGES: 191 People invested a ton of money in 
severe slumps in Argentina over the PRICE: Rs 399 unregulated trusts. When one trust 


decades, Japan's growth problems in 

the "90s, the Asian meltdown and finally the 
sub-prime crisis. So, why read this book now? 
After all, isn't much of what transpired over 
the years painfully familiar to us? 

Here's why. What Krugman does is to 
analyse rather than recount modern depres- 
sions and finds that they all share scary traits. 
Take the Asian meltdown, for example. 
Excess credit and crony capitalism resulted in 
the Thai baht going into a free-fall, losing 50 
per cent of its value in a flash, causing a con- 
tagion across the region. A big problem was an 
acute crisis of confidence amongst Thais, 
causing them to spend less, further worsening 


What we're going to have to do, clearly, is relearn the lessons our 
grandfathers were taught by the Great Depression. (p. 189) 


failed and panic spread, everyone 
stampeded out of the market, confidence 
tanked and so did the economy. In the last 
few decades of unparalleled economic pros- 
perity, the us blithely ignored much-needed 
regulation, allowing a highly leveraged 
‘shadow banking’ system to thrive—and then 
spectacularly fail—plunging the world into a 
severe recession. 

Undoubtedly, astute economic policies 
can resuscitate the global economy in a few 
years. However, if Krugman is right, no one 
will remember any of the lessons from the cur- 
rent crisis a few decades from now, and that 
is just plain depressing, if not dangerous. m 
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$700 Billion 
Bailout 
By Paul Muolo 
John hy & Sons 
Pages: 185 

e: Rs 720 


Author Muolo analyses 
the controversial 
Emergency Economic 
Stabilization Act in the 
US and explains in 
easily digestible 
language what the 
bailout means for 
individuals. The book 
also offers 'to do' and 
'not to do' steps for 
readers. 





Contagion 
By John Talbott 
John Wiley & Sons 
P : 256 

e: Rs 1,200 
Former investment 
banker Talbott 
provides key insights 
that could help 
business executives 
and citizens protect 
themselves from a 
prolonged global 
recession. On tríal is 
the laissez-faire 
approach to market 
regulation. 
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La Manga Club, Spain - 16th hole 
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T A Wu KE 'AKE SOLUTIONS is ล leading international business technology company with products 

4 Wm 32. backed by a strong domain expertise in Life Sciences and Supply Chain Management. With 
| solutions and technology expertise in Business intelligence and Business Process 
www.takesolutions.com Management, TAKE's track record in delivering world-class solutions throughout global 


markets is well proven. Technological innovations have always been the driving force of the 
company, which in turn helps TAKE's customers achieve consistent growth in business. 


WORLD 5 VORLD CORPORATE GOLF CHALLENG! 
CORPORATE 


GOLF CHALLE WOE 


The TAKE Solutions World Corporate Golf Challenge-India, is the official Indian qualifying 
tournament to select the Indian team for the World Final. This vear's regional tournaments 
are being held in Bangalore, Delhi and Mumbai with a national final contested by the top 
two teams from each city at Aamby Valley Golf Course. 





Official avalifier for the 
World Corporate Golf Challenge 


www.takesolutionswcgc.com 
Fri - Sat, January 23 - 24th at Eagleton Golf Resort, Bangalore 


AI F Sun, January 25th at Eagleton Golf Resort, Bangalore 
Fri- Sat, February 6 -7th at Jaypee Greens Golf Resort, Greater Noida 


I FINA Sun, February 8th at Jaypee Greens Golf Resort, Greater Noida 


Promoted By | L3 Sat - Sun, February 28 - March Ist at Aamby Valley Golf Resort, Lonavala 
L SE : Fri, March óth at Aamby Valley Golf Resort, Lonavala 
À L. iL FE Saturday, March 7th at Aamby Valley Golf Resort, Lonavala 

Rishi 


i lune 29th - July 3rd at The La Manga Club, Spain 
www.rishinaraingolf.com 
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Back of the book EN? 


LOVES 
LABOUR 
LOST 


The current economic crisis has exposed the Indian 
floriculture industry's over-dependence on Valentine's 
Day and the demand for roses surrounding it. 

N. MADHAVAN checks out the not-so-rosy scenario. 


I ROSES ARE TO VALENTINE `S DAY WHAT 
Re kisses are to love' goes a saying. Not 
surprisingly, four billion roses are sold 


every year on Valentine's Day. But 
lovers across the world, especially in 
Europe and the us, chose to prove 
the saying wrong this year. 
Weighed down by job losses, pay 
cuts and an uncertain future, they 
not only gave up flamboyant gifts 
and dining at marquee restaurants 
but also the ubiquitous red roses— 
the ultimate symbol of love. This year, 
many opted for less expensive flowers 
such as tulips and hyacinths and even 
diehard rose aficionados settled for a sin- 
gle stem or two rather than a bunch. Celeb- 
rations, nevertheless, carried on. 

But for the Indian floriculture exporters, the 
party was over—at least for this year. This is because 
roses account for 99 per cent of total Indian flower 
exports, which, according to Agriculture and Processed 
Food Products Export Development Agency (APEDA), 
aggregated to Rs 340.14 crore ($84.49 million) in 
2007-08. “Traders held back the orders due to unc- 


























70 per cent of the export quantity 
by February 1. This year, even as 
late as February 9, we had orders for 
less than 20 per cent of the volume. This meant 
that a huge quantity went into auction and prices, 
naturally, came under pressure." If at all the exporters 
managed to liquidate the stocks, it was at the cost of 

realisation, which fell by 15-20 per cent, the 


ertainty. One of the leading traders, who normally buys Y>, be. sharpest decline ever since the industry began 
six million roses for Valentine's Day, had firmed up “Oey » toexport flowers some 15 years ago. 

orders for just one million by February 6,” says Moy, This development has a much larger im- 
Ramakrishna Karuturi, Managing Director, Karuturi pact on the sector as the ideal climatic con- 
Global, one of the largest players in the industry, with dition for producing best quality roses in India 
a presence in both India and Africa. Adds Anne is between December and March. It is only during 
Ramesh, Chairman, Suvarna Florex, and a veteran in this period that the flowers effectively compete, in 
the industry: “Every year, we used to get firm orders for quality terms, with other foreign firms in the global 
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Indian floriculture exports 
are predominantly roses 


Exporters get the best rates 
during the V-Day season 


Four billion roses are sold a 
over the world on V-Day 


Some of the major brands sold are 
Poison, Tropical Amazon, Acqua 
Corvette, Emma and Taj Mahal 





Exports during other occasions 
such as Christmas, New Year 
fetch only half the V-Day price 


Plucking roses for 
V-Day: Workers at 


farm near Bangalore 


9 AVdAAC AU “แห ง“ หนา ด ก 10 แง 


HYA Yd 


market and the exporters can earn maximum value. In fact. the money they 
make during this period helps them compensate for lower income during 
rest of the year. Inability to make money during the Valentine's Day cel- 
ebrations will impact the industry's efforts to expand, develop infra- 
structure and experiment with newer varieties. Economies of scale are cru- 
cial to defray fixed costs. Indian farms are small and fragmented compared 
to those in Africa. Infrastructure facilities such as green houses, cold 
room and refrigerated vans need constant investments. More importantly, 
offering newer varieties is crucial for better prices. But it is a costly 
proposition as it involves paying royalty fees as high as Rs 50 a stem to the 
breeders. In fact, lack of new varieties is one of the reasons (apart from rec- 
ession in Japan and competition from Kenya) that India lost the demanding 
Japanese market. In 2006-07, floriculture exports from India to Japan was 
Rs 325.54 crore. It crashed to Rs 32.77 crore in 2007-08. 

"New varieties are the key to survival. Floriculture is a fashion | | Tanflora's 
industry," says Najeeb Ahmed, Mp, Tanflora Infrastructure Park, the Ahmed with the latest variety 
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Ready to export! Vinayaka Agritech's Chowdary (L) wants to match the standard set by Ethiopia and Kenya 


largest floriculture unit in the country, spread over 50 
acres near Hosur in Tamil Nadu. This year, the com- 
pany launched the *Taj Mahal—Symbol of Love" 
brand of red roses, a French variety with exclusive 
worldwide rights. “On an average, our realisation 
for the Taj Mahal variety is 60-100 per cent more than 
other varieties. We have orders for two million roses, 
but we are in a position to supply only a few lakhs as 
it is the first year of commercial cultivation and we do 
not have the volumes," informs Ahmed, adding that 
Tanflora would launch their ‘Kohinoor—Jewel of 
India' brand (pink roses) next 
year. "At any given time, we 
have 30-40 new varieties on trial 
to check out the production fea- 
sibility, pest attack, vase life and 
acceptance in the market," he 
reveals. Newer varieties also help 
Indian exporters fend off com- 
petition from better placed 
African players. 

"Ethiopia and Kenya are 
blessed with ideal conditions. 
The temperature is between 
10 and 30 degrees centigrade 
throughout the year. Also, as 
days are longer, plants get more 
sunlight. We need to work very 
hard and spend a lot of money to 
match up to their output qual- 
ity,” explains M. Sridhar 
Chowdary, MD, Vinayaka 
Agritech. African players have 
other advantages, too. Classified 
as preferred countries, Ethiopia’s 
and Kenya’s exports suffer from 


KPN PHOTO 





no import duties when they enter Europe. Also, their 
air freight is much lower than what Indian companies 
spend due to their relative proximity to European 
markets. For Indian exporters, air freight alone acc- 
ounts for almost 50 per cent of the export rea- 
lisation. Despite the slowdown, the current crisis is 
unlikely to cripple the industry. It is in a better fin- 
ancial position after a one-time debt settlement in 
2005-06, but its profits will be dented this year. 
“There will be an adverse impact, but it will not be 
disastrous,” agrees Ahmed. There is an increasing but 
belated consensus within the 
industry to reduce the dep- 
endence on exports and focus 
on the domestic market. After 
all, India’s share in the $60 bil- 
lion global flower market, at 
$84.49 million, is minuscule. 

Local demand is good and is 
growing at around 15 per cent 
annually. The problem is the 
price, which is not only volatile, 
but half that of exported roses. 
“We need to build the local mar- 
ket in a big way. Once local dem- 
and increases, prices will move 
up, too," chips in Ramesh, “I 
want to export out of choice and 
not compulsion. The domestic 
demand is clearly on the rise. 
Local orders for this year’s 
Valentine’s Day exceeded one 
million roses for us,” says 
Ahmed. “Domestic market 
growth is the key to the future,” 
sums up Karuturi. พ 


says R. Karuturi of Karuturi Global 
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Mobi-Browse 


Tired of your phone's pre-installed browser? You have 
options; more, in fact, than on a PC. KUSHAN MITRA 


HE LAST WEEK OF JANUARY SAW THE INTRODUC- 

tion of yet another web browser. If you're 

wondering why the noise surrounding it has 
been far less than for Google's Chrome, there is a 
reason: the Bolt browser (www.boltbrowser.com) is 
optimised for mobile devices—well most mobile 
devices at least. We installed Bolt's beta preview on 
our Nokia N96 and tried it against Opera Mini 
(www.opera.com) and Nokia's own $60 browser. 


The Cloud 


Bolt and Opera Mini are both ‘Cloud Browsers’ in the 
sense that the webpages that you request are first 
loaded onto their servers before being stripped of 
extraneous data (like graphical adverts and Java ap- 
plets) and streamed to your device. While this 

two-step process might add some com- 
plexity, it also means that instead of 
loading a full multi-megabyte page 
(such as Yahoo.com) you load an 
"image" of the page with full links. 


SATISH KAUSHIK 
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This allows both 
the browsers to be 
extremely “thin” 
clients which means 
they work on older de- 
vices far better than na- 
tive browsers. This also 
helps people who have 
a “pay-as-you-go” data 
plan. Another huge 
advantage with Bolt is at 
video sites like YouTube. If you hit a YouTube video, 
Bolt’s servers transcode it for your media player. 
A large video becomes a more manageable size, 
though the quality suffers. There are problems, 

however, like page element overlap issues as more 
and more websites use complex rendering and 
authoring tools which get muddled up in 
down encoding. Bolt fails to register text 
styles and displays all elements—bold, 
italic, large or small font—as one 
standard font. 


But Do You Need 
Browsers at All? 

Here is the weird thing: browsers like Bolt 
are really good at displaying the regular web, 
exactly like Safari does on the iPhone. But many 
websites have a mobile web option which loads just 
fine from your native browser like Google 
(m.google.com), Yahoo (m.yahoo.com) and all major 
social networking sites (m.facebook.com; 
m.orkut.com; m.linkedin.com) and even video sites 
(m.youtube.com). In fact, mobile-specific browsers 
don’t deal with such sites very well. 

Even setting up your Gmail account on your 
smartphone’s messaging centre is a breeze if you 
have a new-ish phone. Sure, if you have tons of 
space on your device to install applications, Bolt and 
Opera are useful to have around. But can you live 
without them? Yes. 8i 
(Please note, all downloads are free but applicable 
data charges might apply. Please contact your 
mobile operator for data plans. If you access tbe 
Internet—full fat or mobile optimised from your 
mobile device—this column strongly recommends 
that you get an unlimited data plan) 
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. Í Welcome to the Abs Factory! 





closing time at the gym—and Í 

was on my way out when I 
suddenly heard sounds of com- 
motion coming from the work- 
out floor. Gym staffers, who 
wanted to shut shop and go 
home, were asking two members 
to skip their abs workout tonight, 
and try and come earlier the 
next day. 

"But abs are the most im- 
portant," protested one of the 
members. “I'll never get a six- 
pack if I don't do at least 150 
crunches a day." 

The arguments continued and 
I left. But not before thinking to 
myself how wrong the guys were. 
Overworking your abs is probably 
the single-largest gym mistake 


[: WAS ALMOST 11 P.M.— 





1.The Plank 


Lie face down in a modified push-up position, with your 
forearms resting on the floor. Your elbows should be 
under your shoulders, and bent 90 degrees. With your 
weight resting on your elbows and toes, tuck your chin 
so your body forms a straight line from your heels to 
your ears. Keep your shoulder blades back and down 
and your stomach tight. Hold the position for 10 
seconds, rest for 20 to 30 seconds, and repeat for a 


set of 10 repetitions. 








most people make in their quest 
for a harder core. Men's Health 
contributor Michael A. Clark, 
D.P.T., insists that for any normal- 
bodied man (read: not a compet- 
itive body builder), a total rep 
count of 150 repetitions, with 
proper form and intensity, is more 
than enough. 

Mike recommends the 
following three exercises to help 
strengthen the main abdominal 
muscles—the transverse abdo- 
minis and the multifidus, and also 
adds a piece of advice: *Perform 
the drawing-in manoeuvre with 
each move,” he says, which means 
you must pull in the portion of 
your abs below the navel, and 
you'll activate your transverse 
abdominis even more! 





2.Long-lever Swiss-ball 
Crunch 

Lie on a Swiss-ball so that 
your head, shoulders and 
back are in contact with the 
ball. Straighten your arms 
above your head until 
they're perpendicular to 
the floor. Lift your shoulder 
blades off the ball and 
reach straight up towards 
the ceiling with your 
hands. Pause for a count 
of two, then slowly lower 
yourself. Do three sets of 
10 to 15 reps. 





3. Cable Lift 

Attach a rope or a handle to a low-pulley cable, grasp the handle with both hands, 
and stand with your right side toward the weight stack. Bend your knees and push 
your hips back to lower yourself into a partial squat. Keeping your feet pointed 
forward and your arms straight, stand up as you rotate your shoulders to the left till 
your hands reach about nose level. Pause, then slowly return to the squat position. 
Perform three sets of 10 to 15 reps on each side. 


- , 
| 
| MensHealth 


JAMAL SHAIKH 





Jamal Shaikh is Editor, Men's Health. You may write in to him at jamal.shaikh@uintoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers should exercise 
caution and consult a physician before attempting to follow any of these. 
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A green carpet welcome to India’s top CEOs. 
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PRO-AM OF CHAMPIONS 2009 


[n association with 
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ITC-WELCOMGROUP 


Hotels, palaces and resorts 


India’s most awaited and standalone golfing Pro-Am championship for 
top CEOs and professional golfers is back for the 14th consecutive year. With three regional 
rounds in Kolkata, Bangalore and Mumbai, thisegxeled. event will culminate with a grand finale in Delhi 
Get ready to claim v ormemaee ander the «um. 


Win a Honda CR-V for a Hole-in-One 
lee off at: 


Delhi Feb 28-1 Mar. 2009 


Classic Golf Resort, Gurgaon 


"Entry by invitation only 
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Lessons from Brockovich 


SHE NEEDS NO INTRODUCTION. ERIN BROCKOVICH, 
48, took the world by storm when, in 1996, 
she spearheaded one of the largest direct action 
lawsuits in the history of the US against PG&E, a 
utility company in California. Since then, 
Brockovich has become an advocate of envi- 
ronment awareness. On a short visit to Mumbai 
for the India Today Woman Summit & Awards 
2009, she declared that it was time for regulations 
to be enforced. “Whether it’s the Us or India, 
deregulations are not in the interest of the human 
race.” Brockovich insists that each country needs 
its own Erin Brockovich. She hopes to revisit 
India to encourage its people and empower 
them, rather than the government alone, with her 
research because, as she comments on global 
governance issues, “a wolf is not the best guard 
for a hen house”. 
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Man of Gold 


HE ALMOST ENDED UP NINING IHI 


Google founders Larry Page and Sergey Brin 


PROPOSAL OI 


for an Internet search engine that became a 
generic in its category, but, probably on sec- 


ond thoughts, decided to back them anyway. 


Phat, in all likeliness, set Sherpalo Ventures’ 
founder RAM SHRIRAM’S reputation as a man 
with the golden touch—accentuated recently 
by his inclusion in the Forbes Midas List 2009 at 
the third spot. Shriram, 52, has venture-funded 
several start-ups, among them naukri.com, 
Cleartrip and mkhoj. Shriram, who's invested 
over $70 million in start-ups in India, is now bet- 
ting big on cloud computing, which allows users 
to access costly software applications through 
Internet servers without having to buy them. 
Another stellar idea from the ace investor. 
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The One-Dollar CEO 


AN ART PERFECTED BY THE POLITICIANS, 
playing-to-the-gallery has fast caught the 
fancy of corporate honchos. Witness 
Citigroup CEO VIKRAM PANDIT’s (52) rather 
histrionic announcement at a Congressional 
hearing that he would work for a dollar a 
year with no additional bonus till the 
group’s bottom line turned the corner. 
The gesture comes when top executives in 
the US are in the line of government ire for 
drawing hefty salary packages amid gov- 
ernment doling out billions of dollars in 
bailouts. Whether this act adds in any way 
to Pandit’s stuttering and sputtering 
efforts to bankroll the banking giant, or 
remains a mere eyewash will be seen in the 
coming quarterly results where the bad 
news, analysts say, will just keep rolling 
in—the $45 billion of TARP (troubled asset 
relief program) funds, notwithstanding. 
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Beyond IPL 


INVESTMENT IN IPL DONE, ACTRESS SHILPA SHETTY IS Hi 
more. Shetty, 34, has recently been in the news for her inv- 
estment in IPL franchise cricket team Rajasthan Royals, the 
winners of last year’s IPL Series I. Earlier this month, Shetty, 
along with her business partner Raj Kundra, became one of 
the owners of the team by paying approximately $15.4 mil- 
lion for a 11.7 per cent stake. That, by no means, is her first 
brush with business. Shetty has already launched her pro- 
duction house $2 Global and produced a DVD on Yoga. 
What’s next? Another business venture that will take off in the 
next one month. Without divulging the details, Shetty says: 
“It is not an entertainment business for sure.’ 
could probably be another fitness venture from the lad 
who surely knows the shape of things to come. 
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In the Hot Seat 


T CAN’T BE EASY BEING THE CEO OF A COMPANY 

whose erstwhile promoter is in jail, whose cash 

position is uncertain and whose clients and em- 
ployers appear poised to fly the coop. But then 
Achutuni Sreenivasa Murty, the new CEO of Satyam 
Computer Services, has a simple formula to take on the 
challenges ahead of him. “Do not surprise people,” 
quips Murty or ASM as he is known within Satyam. 

Murty’s game plan is to follow a decision-making 
process that is inclusive yet decisive. “A leader must take 
time out to discuss with all concerned, involve them, 
understand them and be with them in their difficulties,” 
says the CEO. He strongly believes in practising a non- 
hierarchical and participative approach in decision 
making. “This is a time-consuming exercise but it’s an 
investment a leader has to make,” he adds. 

That investment has to be magnified many times 
over in the case of the 50-year-old soft-spoken electrical 
engineer, given the uncertainty that shrouds Satyam. The 
former Head of human resources at Satyam—a com- 
pany where he’s put in 15 years—will have to pull off 
a miracle of sorts to get Satyam back on track. This 
involves keeping back employees and clients by inject- 
ing confidence into them about Satyam’s staying power 
over the long term. Says Kavil Ramachandran, Associate 
Dean, Academic Programmes, Indian School of Business 
(ISB): “The real test (of Murty's leadership) will be in how 
he is able to convince clients about the sustainability of 
doing business with Satyam and how, internally, he is 
able to project himself as a pillar of strength. This will 
call for an ability to provide competitive leadership 
on the external front and compassionate leadership 
on the internal side.” 

Murty is an ardent admirer of Jack Welch, former 
Chairman & CEO of General Electric (which is, incidentally, 
one of Satyam’s biggest customers). He also draws inspi- 
ration from F.C. Kohli, Former Deputy Chairman, TCs, 
and the man responsible for putting Indian IT on the 
world map. “What impressed me about him was his vision 
along with attention to detail,” says Murty. 

Murty also admires Mahatma Gandhi for his 
ability to “carry along with him lakhs of people and, 
finally, emerge a winner.” The CEO has to do some- 
thing similar at Satyam. His advantage, perhaps, is 
that although the Rajus stand disgraced, Satyam 
doesn’t. Not yet. “The good thing is that the 
company has provided quality service to clients. It 
is crucial to continue doing that,” says Arvind 
Thakur, CEO, NIIT Technologies. Without surprising 
too many people that is. 8 

E. KUMAR SHARMA 
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From The Editor 


N AUGUST 2003, A GRID COLLAPSE CAUSED A MASSIVE 

power outage in several parts of the us, including New 

York City. For two days, all airlines cancelled 
hundreds of flights from LaGuardia and JFK airports. All 
except Continental. In fact, Continental ran extra flights 
from the neighbouring Newark airport, rescuing 
passengers and making millions of extra dollars for 
those two days. Its competitors lost money and goodwill, 
but Continental gained both. 

This is just one example of how nimble companies 
can turn adversity into opportunity. For most companies, 
the current global economic meltdown is akin to living 
with a sudden grid collapse for weeks and months with 
no end in sight. But how many of them are nimble and 
capable enough to come out of it bigger and better? 
Business Today did a quick check. The result is our 
cover story—Winners in the Downturn (pages 44-68). 
These include well-known companies like Hero Honda 
and Airtel, and a whole host of relatively lesser-known 
ones like Everest Kanto and Opto Circuits. These com- 
panies have improved their performance in the past 
two quarters, when most of their 
peers have either floundered or 
have had a lacklustre showing. 
Depending on the length and depth 
of the current downturn, a few of 
these companies may also join their 
peers, but the majority won't. Some 
winning companies have emerged 
in every past recession, and this 
one won't be an exception. 

Unlike money, entrepreneur- 
ship doesn't go in short supply during slowdowns. 
That's exactly what we found out while compiling our 
third annual list of India's Hottest Start-ups (page 92). 
People across geographies and age are finding ways 
to sustain and grow the businesses they launched a 
year or two ago. We were also pleased to find that most 
of the start-ups we profiled in 2008 are doing 
better now—not a bad record considering that the 
survival ratio of new businesses is less than one in five. 
The credit goes to the investor community that helps us 
identify these potential winners. 

Some 20 years ago, Nani A. Palkhivala had, in a 
pre-Budget speech, said: “One of our infantile illusions 
is that poverty can be eliminated—faster than productivity 
allows—merely by making allocations for anti-poverty 
programmes." Turn to page 28 to find out how this still 
continues to be the case; and the price of it. Finally, we 
discovered a perfect storm brewing across India Inc. 
that has nothing to do with the global economic crisis— 
and is yet more profound and lasting in its impact on busi- 
nesses of all kinds. We share the discovery on page 84. 
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The UPA government blames the economic 
stimulus measures for a rising fiscal deficit. 

But this is not even half the truth. 
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first to lower their prices. 
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to be recession-proof. 
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44 Winners in the Downturn 
They’ve been posting robust double-digit 
growth for two quarters now even as their 
peers struggle. What makes these companies 
tick when business dips? 
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People don't stop falling sick in a slowdown. 
That's good news for the health care sector. 


64 Gaining Ground in the Downturn 
Most companies prefer to stand still during a 
slowdown but, as a clutch of players in financial 
services have shown, there's no better time to 
turn the heat on the competition. 
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Business Today's third 
annual listing of hottest 
start-ups focusses on 
young companies that have the potential to 
to go the whole distance. 
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70 The Political Economy 
With another coalition a certainty, it's time to 
discount party philosophy as pointers to the 
reforms. Expect convenience, not conviction, 
to dictate the economic agenda. 


74  Automakers: Tightening the Screws 
As demand slows down and profitability takes 
a hit, India's automobile companies are pulling 
out every trick from the cost-cutting book to 
stay on the road. 


80 Timeout? 
Mukesh Ambani's ambitious 
retail rollout has a long way to 
go, with just Rs 1,000 crore of 
the Rs 25,000 crore earmarked 
for the project being utilised in 
the past two years. 


84 Protect or Perish 
In businesses, big or small, 
ranging from manufacturing to 
music, the fight for intellectual 
property is getting intense. 
Neglect it and you could be 


out of business. 
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David Filo, Co-founder, 
Yahoo, says Google isn't 
their only competitor. 
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111 V. Vaidyanathan, Executive Director, 
ICICI Bank. 
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117 An American Dream Gone Sour 


Visa curbs alone won’t hurt Indian aspirants as 
much as it is feared. Here’s why. 
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122 The World of Sen 
The world’s eminent social scientists pay homage 
to Nobel laureate Amartya Sen on his 75% 
birthday in this important collection. 
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D. Rama, a Vellore housewife, tunes in to Google 


124 Google Goes Rural 
As the ‘Google Bus’ traversed small towns in 
south India to understand Internet illiteracy, our 
reporter went along to share in the experience. 
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Jobs Under Fire 

CORPORATE INDIA IS USING THE CURRENT 
economic slowdown to get rid of the 
slow-rolling stones before they start to 
gather fungus (BT cover, March 8). 
Measures like layoffs and retrenchment, 
which in normal times would have at- 
tracted lots of criticism, are now be- 
ing conveniently fobbed off by man- 
agements under the pretext of recession. 
One wonders if the recession is to be 
blamed for the layoffs or whether layoffs 
and a shrinking production are the 
causes of the economic slowdown. 


DIVYA TANEJA, through e-mail 





Salary Cuts Over Layoffs 
THE CURRENT GLOBAL ECONOMIC 
recession is particularly intimidat- 
ing. Worries about job security has 
heightened palpably in recent 
months with the axing of many jobs 
in various sectors. (BT cover, March 
8). Even as all of us fervently hope 
that we do not lose jobs, everyday 
we see the crisis affecting our friends 
all around us. So, are we really 
geared up to face the challenges of 
the global economic meltdown? 
With companies having to survive on 
thinning profits and sales, manage- 
ments see slashing manpower as vital 
to their own business strategy and 
survival. If organisations resort to 
retrenchment rather than salary de- 
duction, one wonders how the aam 
admi will survive. 

AARIFA KHAN, through e-mail 


Cleaning the Aegean Stables 

INSIDE THE SECRET WORLD OF 
Auditing (Br cover, February 22) 
gave an in-depth account of the 
auditing profession in India. | hope 
your feature sets the tone for de- 
tailed discussions at the highest lev- 
els in the Ministries of Finance, Law 
and Commerce. The need of the 
hour is to craft a superior strategy 
that not just upholds the norms of 
the profession but also protects the 
interests of all the stakeholders in 
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Indian companies. Accounting norms 
in India are still very opaque and 
shrouded in secrecy. If these short- 
comings are not set aright, fears of 
many more Satyam-like frauds 
breaking out in the future wouldn't 
be entirely misplaced. After all, the 
Satyam scandal was not an accident 
due to innocent distortion of facts 
but a carefully orchestrated scam 
carried out by wilful design and 
through outright falsity on the part of 
its PWC auditors. 

B. RAJASEKARAN, through e-mail 


The Pick of the Lot 
20 STOCKS TO WATCH OUT FOR IN 
2009 (BT, February 22) was both 
informative and timely. But I think 
there was a preponderance of 
Nifty stocks in your survey. Also, 
a sector-wise approach and pro- 
viding details of the companies 
whose stocks made it to your list 
would have added more value to 
the feature. I’m sure readers would 
like to know more about the his- 
tory and background of these 
companies, their performance and 
the state of their balance sheets 
over a period of time. I, for one, 
was looking to learn more on 
companies like Manappuram 
General Finance and Mundra Port, 
whose stocks made it to your list. 
FROM prtyank chhedabhai@yahoo.com 


Infosys' No Prima Donna 
NOTWITHSTANDING CLAUDE SMADJA'S 
assertions regarding Infosys’ much 
vaunted cutting edge in IT services, 
the company can no longer claim to 
be the darling of the Indian IT in- 
dustry (Infosys' Bold Global 
Ambition, BT, February 22). All his 
pep talk cannot blind us to the hard 
reality that Infosys continues to be 
run by mostly old hands and the 
vip’s (Vested in Peace Employees), 
whose management style and phi- 
losophy isn't in sync with the needs 
of today's fast-changing IT environ- 
ment. Needless to say, if Infosys 
wants to maintain its once-fabled 
edge, it needs to infuse fresh ideas to 
its approach and outlook. Other rr 
companies in India, like Cognizant 
(that started 13 years after Infosys), 
are already giving Infosys a run for 
its money. If media reports are to be 
believed, Cognizant looks set to 
sprint past Infosys in terms of 
incremental revenues. The change in 
Infosys' fortunes is indicative of its 
diminishing aura. A once-nimble 
organisation, Infosys is turning 
stodgy by the day. 

V.C VENKATESH, through e-mail 
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Star Fund House Best Debt Fund House - 
of the Year - Equity (ICRA) Outlook Money - NDTV Profit 
(February 2009) (October 2008) 


Golden Peacock Loyalty Awards 
Innovative Product / Service Award Mutual Fund Sector 
(January 2009) (January 2009) 


Won 4 awards in 4 months. 


Past performance is no guarantee of future results. 
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Today's UTI Mutual Fund is a transformed organisation which is winning new laurels regularly. 
The fact that the experts have bestowed 4 prestigious awards on us in these challenging financial 
times is a testimony to the management capabilities, customer focus, the risk management 
processes and responsible investing at UTI Mutual Fund. 

We have funds designed for every stage of life. The children's career plan to secure your child's 
future. ULIP for insurance and investment. A retirement plan to ensure a stress-free retirement. 
UTI Equity Fund and many such plans for wealth creation. Invest in any, according to your financial 


needs, and join more than 9 million who trust us with their dreams. 





UTI Mutual Fund 
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Star Fund House of the Year - (ICRA): UTI Mutual Fund has been awarded the “STAR FUND HOUSE OF THE YEAR" by ICRA Mutual Fund Awards 2009 in the Equity Category. The rank 
indicates ‘Best Performance’ in the quty Category for one year period ending December 31, 2008. Out of 24 Mutual fund houses, UTI Mutual Fund has been ranked as the “Star Fund House of 

ล Mutual Fund (MF) Awards are based on the proprietary ranking methodology devised jointly by ICRA and ICRA Online Ltd. The ranking process 
open ended equity and debt schemes apart from liquid schemes where Institutional plans are also considered. The basic eligibility criteria is based on the Average 
category AUM, and stringent disclosure norms for portfolio and NAV over one and three year periods. The ranking methodology dynamically factors in the actual investment pattern rather than 
on the scheme's stated objectives. The ing model for the final ranking, factors norms for Risk-adjusted returns, Average Maturity, AUM size, Liquidity analysis, Portfolio turnover ratio, 


Outlook Money NDTV Profit: Award Methodology: This category is subdivided into three: Best Fund House, Best Equity Fund House and Best Debt Fund House 
Two fund houses will be selected in each : a winner and a runner-up. Short-listing criteria for fund houses/AMCs. » AUM of Rs 10,000 crore as on 30 June 2008. * At least 40 per cent 
of the equity funds (or debt funds if the funds chose to focus only on debt funds) must conform to the tenure and minimum investment eligibility criteria of Outlook Money risk-return rankings. 
QNIN the nc housa must have been rankad the previous year. * Minimum ล ดา อ บท ท funds for which 


Awards 
& from Nominations received. The Loyalty Awards were decided by a Jury vwho on basis of the above 2 findings decided the final Award Winners in each category. Around 5000 consumers were 


Fund: Nature of Scheme: An open-end growth oriented equity scheme. Investment objective: This Scheme primarily aims at securing for the unit holders capital appreciation 
by investing the funds of the scheme in equi shares and convertible and non-convertible bonds/ debentures of companies with good growth prospects and money market instruments. 
Load Structure: Entry Load: 2.25% for < s. 2 crores; NIL for > = Rs. 2 crores. Exit Load: for <= 180 days; 1 % in respect of each purchase / switch in of units for < Rs. 2 crores: 0.50% 
in respect of each purchase / switch in of units for >= Rs. 2 crores. 

Risk Factors: All investment in mutual funds and securities are subject to market risk and the NAV of the funds may go up or down depending upon the factors and forces affecting the securities 
markets. There can be no assurance that the scheme objectives will be achieved. Past performance of the sponsors/Mutual Fund/Scheme(s}/AMC is not necessarily indicative of future results. 
The name of the schemes of UTI Mutual Fund does not in any manner indicate the quality of the scheme; its future prospects and returns. There may be instances where no income distribution 
could be made, Realization of all the assurances and promises made, if any, are subject to the laws of the land as they exist at any relevant point of time. The schemes are subjected to risk 
relating to Credit, Interest Rates, llliquidity, Judgement Error, Interest Rate, Swaps and Forward Rate Agreements. General Services: Daily NAV, Sale Price / Redemption Price available for Sale 


/ Redemption. Office: UTI Tower, 'Gn' Block, Bandra Kurla Complex, Bandra (E), Mumbai - 400051. Tel: 66786666. Statutory Details: UT! Mutual Fund has been set up as a Trust 
under the Indian Trust Act, 1882. : State Bank of India, Punjab National Bank, Bank of Baroda and Life Insurance Corporation of India (liability of sponsors limited to Rs. 10,000/-]. 
Investment : UTI Asset nt Co. Ltd. (Incorporated under the Companies Act, 1956). Trustee: UTI Trustee Co. (P) Ltd. (Incorporated under the Companies Act. 1956). Please 


contact the nearest Mutual Fund Financial Centre, Chief Representative or AMFI Certified UTI Agent for copy of Key Information Memorandum cum Application Form and Offer Documents / 
Scheme Information Documents. Please read Offer Document / Scheme Information Document carefully before investing. 1495.2009 
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เส ส ด - PED A 134 = 117 ห แล ล นอน น น น น แน น 124 
อ อ ต อ แน น น ล น น น น แล อ น ล น น่ 44 National Restaurant Association .......................... 28 O00 MM" 28 
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RAMEN SARKAR 





Who Needs Reforms? 


Though rigid labour laws did not deter large-scale lay-offs 
over the last few months, the case for reforms is still strong. 
SHALINI S. DAGAR 
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and manufacturers were in a quandary about declining order books, 

a Delhi-based garment manufacturer, when asked how he was 
communicating the bad news to his employees, told gr: “What com- 
munication? I just tell the contractor to send less people.” He had 
just taken a decision to trim the workforce by 800. 

The same ease is evident across other companies that are letting their 
white-collar workers go. But were not India's labour laws notorioush 
rigid, making it difficult to shed employees? Recently, a former 
Economic Advisor to the Finance Minister told Br that reforming 
labour laws is a red herring. “Where are the labour laws biting? Nearly 
93 per cent of the workforce is outside its ambit," he observed. So, do 
we need labour reforms? Why is it so necessary? 

The most inflexible part of the labour laws is Chapter V(B) of the 
Industrial Disputes Act, which requires factories, mining companies and 
plantations employing more than 100 people to get prior permission 
from the government before firing people. This is seen as a major 
problem in the Indian labour law framework. *While there is always 
scope for revisiting these provisions to either withdraw the government 


f: JANUARY, AS THE EXPORT SECTOR WAS BATTLING DIMINISHING ORDERS, 
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The Torinignt S During question. 


Will FDI for the current fiscal 
surpass last year's figure of 
$32.4 billion and continue 
to grow in 2009-10? 


Yes. Siddhartha Roy, 

Chief Economist, Tata Group 

FDI coming to India will certainly 
surpass last year’s numbers and 
the trend is likely to continue 

in 2009-10. For the private 
equity investor, India’s long- 
term growth story still holds. 


Maybe. Rajan Bharti Mittal, 
Senior Vice President, FICC! 
Latest figures show that FDI 
inflows into the country during 
April-December 2008 have been 
quite buoyant. However, there 
are indications that in the last 
quarter, we may see this flow 
slowing down. The FDI flow in 
the coming year will depend on 
global recovery and how major 
corporations fare in their home 
countries. India remains one of 
the safest bets for direct investors, 
but they cannot invest unless 
they have the required funds. 


No. D.K. Joshi, 
Principal Economist, CRISIL 
The current fiscal's FDI inflow is 
not likely to exceed last year's 
figure. Over the last three quarters, 
the inflows were buoyant because 
of old commitments getting 
materialised. In the coming months, 
we will see a sharp reduction in 
fresh commitments mainly due to 
the credit crunch and risk aver- 
sion in the international markets. 
MANU KAUSHIK 
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How Labour Laws Still Bite 


พ Companies of all sizes have 
laid off a large number of emp- 
loyees in the past three months 










administrative and judicial 
constraints on retrenching workers 
m Too many laws govern a host of 
practices in the formal sector, 
relating to service conditions, 
industrial relations, wages and 
benefits, social security 

and insurance 


พ For instance, a typical firm in 
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m But the manner and execution of 
sacking has hurt the interests of 
employees as well as employers 


m The rigidities in labour laws 
still affect the quantity—and 


more 50 quality—of employment Maharashtra has b deal 
| ith 28 different acts 
Chapter V(B) of the industrial with Zo 
Disputes Act (IDA) places pertaining to labour 


approval requirement by increas- 
ing the severance package or inc- 
rease the threshold in terms of the 
minimum number of employees; 
in reality, such changes may affect 
only a limited percentage of or- 
ganisations,” says Vikram Shroff, 
Head (Human Resources Law), 
Nishith Desai Associates. 

Most large organisations are not 
impeded by this procedure, though 
they are expected to inform the 
government when laying off a large 
number of people. The IT sector is 
even better positioned. “Many state 
governments have allowed rr & 
ITES companies to self-certify their 
labour law compliance in order to 
encourage more investments in their 
state," says Shroff. 

However, more than the actual 
compliance, it is the procedures 
that come with it, that bother com- 
panies. Typically, formal employ- 
ment requires some 25-30 regis- 
ters to be maintained on a regular 
basis. Add to it issues of non-uni- 
formity across the states and com- 
plications multiply. Anil Bhardwaj, 
Secretary General, Federation of 
Indian Micro & Small and Medium 
Enterprises, points to some such 
distortions. *In Uttar Pradesh, the 
minimum wages in the engineer- 
ing sector is at least 20 per cent 
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higher than wages in food process- 
ing. Similarly, the engineering sector 
cannot hire contract labour whereas 
the garment industry can," he says. 

Bhardwaj says that the cost and 
the hassles of compliance with social 
security norms in formal employ- 
ment (provident fund dues, etc.) 
are so high that it deters small firms 
from taking on more employees. 

There is hope, though. Liberal- 
isation of the social security market 
with new pension players and safety 
nets for unorganised sector employ- 
ees will probably set the stage for 
reforms. In its present form, the 
regime is inimical to the interests of 
the same employees, which the laws 
seek to protect. There are ramifica- 
tions at the macro-economic level 
as well. A study by McKinsey a few 
years ago pointed out how Indian 
textile manufacturers often set up 
multiple small plants instead of a 
single big one to take advantage of 
labour laws. As a result, they have 
10-20 per cent of the capacity of 
Chinese plants and work at much 
lower levels of efficiency. 

So, the ease with which India 
[nc. has been firing employees 
shouldn't be the reason to go slow 
on labour reforms. Instead, let it be 
the trigger to overhaul the maze of 
laws that govern employment. 










Major drag is 
agriculture, which 
declined 2.2 per 
cent mainly owing to $ 
last year's high 
base. It is poised to 
rebound, though. 


Cushion to the downturn will come 

from the fiscal measures, which have 
ushed the consolidated fiscal deficit to 
0 per cent of GDP 
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n listed firms) in 
the December quarter, 
the worst performance 
in 12 quarters, mainly due to 
currency fluctuations and a 
weak capital market 








Did Somebody Say Pay Hike? 


What's behind Hewitt prediction of 8 per cent increment in 2009. 


N AVERAGE SALARY INCREASE OF 
As2 per cent in 2009. If this 
sounds too good to be true in times 
of job losses—it probably is. Hewitt 
Associates, a human resources con- 
sulting company, which recently 
projected such a hike in its 13th 
annual Salary Increase Survey, has 
now sounded a cautious note. 
According to Sandeep Chaudhary, 
leader of Hewitt’s performance and 
rewards consulting practice in India: 
“The projection of 8.2 per cent will 
get depressed by 1 to 2 per cent in 
the next 3-6 months.” But even the 
rather optimistic figure of 8.2 per 
cent means that the slowdown-hit 
India Inc. will see a 5 per cent drop 
in hikes, on average, compared to 
last year. “This is due to the fact that 
organisations are in a wait-and- 
watch mode because of a lack of 
clarity about their business per- 
formance. There is a difference bet- 
ween what is budgeted for in terms 
of salary increase and the actual 
salary increase handed out to the 
employees,” says Chaudhary. 

These projections could weaken 
further if employment and salary 
projections for the real estate sector 
are taken into account. Real estate, 
which according to the Hewitt sur- 
vey posted a 25.2 per cent average 
increase in salaries in 2007 and a 
25 per cent projected hike in 2008, 
was not part of the 2009 survey. 

The survey, conducted between 
December 2008 and January 2009 
among 480 organisations across 
20 industries, shows that less than 
1 per cent of the organisations were 
considering salary cuts for all emp- 
loyees. But this too has a caveat. 
Chaudhury admits that “there are 
more organisations looking at salary 
cuts for at least some of their em- 
ployees.” Typically, this will impact 
top-level executives. “Today, more 
companies are looking at freezing 
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salaries rather than increments. Even 
assuming there are going to be hikes, 
they would at best beat inflation 
figures, which will be sub-5 per 
cent," says E. Balaji, CEO, Ma Foi 
Management Consultants. 
SAUMYA BHATTACHARYA 
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TOP OF MIND 
The 'Plug-in' Hybrids 


What are they? These are hybrid cars that feature a reg- 
ular internal combustion engine and a battery pack. 


Is that new? Well, the concept of a "Plug-in" hybrid is 
rather new, at least from a commercial availability 
point of view. 


fuel efficiency dramatically since a "Plug-in" hybrid 
can use its electric motor for everything other than high- 
speed cruising. 


It's an electric car? The "Plug-in" hybrid is more of an 
electric car and less a petrol car, unlike regular 
hybrid cars. 


How are they different from regular 
hybrid cars? Unlike a regular 
hybrid whose battery charges 
only when you brake, "Plug- 
in" hybrids can be charged 
from a power point, which 
means the batteries are always 
fully charged. 


How does that help? It improves the 


The Gold Rush 












Who is making them? Toyota will be lau- 
nching a "Plug-in" version of its popular 
Prius later this year. 


How much mileage? The "Plug-in" 
Prius might get over 30 kny litre. 
Will it cost a bomb? You bet! 


KUSHAN MITRA 


Gold prices can cross its all-time high if fears of the financial meltdown get worse. 


ANT TO BUY AN OUNCE OF GOLD? IT 
will set you back by almost $1,000 
today. Unthinkable even five months ago, 


The demand the towering prices are a reality now as 
for gold has the yellow metal enjoys an amazing run 
far outstripped in the global markets. Gold recently hit 
supply. $1,000 per ounce (London PM fix) and is 
up nearly 14 per cent since January. In 
fact, the metal has been in demand since 
Lehman Brothers filed for bankruptcy last 
3514 year. Investors consider it as a safe haven as 


stocks and other financial assets are on a 
downturn with most economies not show- 
ing signs of recovery yet. The question 
now being asked is: how high will gold 
prices go? 

Experts say if global growth rebounds, 
gold could fall under some selling pressure. 
But they are convinced that over the next few 
months, at least, gold prices will hover 
around the $940-level. 

In the long run, the future of gold 
hinges on how bad the financial crisis can 
get. If it worsens, gold's bull run will con- 
tinue for a while. Says Kuljeet Kataria, 
Vice President (Commodities), Motilal 
Oswal Securities: *The global economic 
downturn has pushed the price of gold be- 
yond its fundamental values. The long- 
term trend is bullish." Kataria reckons that 
over the next year, gold prices could soar to 





m Supply @ Demand 
Figures in tonnes 
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Prices are on a roll, too. br. 
vw ase ^? 
910.25 ð 
942.5 
Feb. 16 





Source: World Gold Council 


Figures in $ (London PM fix, per ounce) 


$1,400, breaching its all-time high of 
$1,033. 

Demand, too, continues to rise. The net 
retail investment demand in gold increased 87 
per cent in 2008 (over 2007) to 769 tonnes. 
In fact, so strong was the demand in 2008 
that it outstripped supply by 191 tonnes. 

Two years ago, supply exceeded demand 
by 165 tonnes. Speculators also played a 
big role in gold's recent movements. In the 
coming months, this speculation is expected 
to decrease and gold prices may not run up 
as fast as it did recently. 

Yet, in 2009, gold will hog the spotlight 
as an asset class to watch. 

CLIFFORD ALVARES 


a 


Race and Joblessness 


US Bureau of Labor Statistics data reveals that unemployment 
among Asians in the US has doubled in the last four months. 


HE US JOB MARKET IS INC- 
T sd. becoming unkind 
to all non-white races. The us 
Bureau of Labor Statistics data 
for the month ot January 2009 
shows as much as 12.6 per cent 
of all black Americans and 
9.7 per cent of Hispanics work- 
ing in the us have lost their jobs 
since January 2008. Compare 
this with a mere 6.9 per cent 
of white Americans’ who faced 
job cuts—and the picture of 
"racial equality" championed by 
the US for years—seems to be 
falling flat. 

The report, based on a house 
to house survey, clearly shows 
the racial divide. The unemploy- 
ment rate for Asians was shown as 
relatively low, at 6.2 per cent as of 
December 2008. This however, is 
misleading for two reasons. As 
details of the data show, the une- 
mployment rate among Asians 
rose from a mere 3.2 per in 
October 2008 to 6.2 per cent in 


Vanishing Jobs 


December—a loss of 204,000 jobs 
across sectors. 

In certain sectors, job losses 
were dramatic. Manufacturing 
employment fell by 207,000 in 


January, the largest one-month 


decline since October 1982. The 
much-hyped financial services 
sector, too, lost 42,000 jobs in 


January bringing its total to 


388.000 cuts since the end of 
2007. The numbers are worrying 
especially since a large number of 
Indians work in the financial 
services, manufacturing and 11 
sectors in the us. The only piece 
of good news came from the 
healthcare sector (where many 
Indian doctors, paramedic staff 
and nursing staff are employed) 
where 19,000 new jobs were cre- 
ated in January. 

Overall though, it's definitely 
not the best time to be working in 
the Us, and worse still to be head- 
ing out to Uncle Sam's land. 

DHIMAN CHATTOPADHYAY 


While black Americans show the highest percentage job loss, it is the Asian 
workers who have suffered most as their unemployment rate has almost doubled. 
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The Megapixel Wars Aren't Over 


HEN THE NIKON D2X DIGITAL 

Single Lens Reflex (DSLR) 
camera was launched in 2004 with 
a 12.4 megapixel sensor, the largest 
sensor till date, experts predicted 
the end of the megapixel wars. A 
megapixel basically means 
1,000,000 pixels—which is the 
amount of pixels the sensor of a 


New in Camera 


Worried that mobile phones 
are stepping on to their 

turf, camera makers are 
putting more features 

in their devices. 


m Global Positioning System 
(GPS) modules: to record 
the geographic location 
of images 


m Wireless printing directly 
from the camera after 
editing the image on 
the camera itself 


พ Directly uploading images 
from the camera on to 
photo-sharing services 
on the Internet 


N 


ikon's Kimura: 
ไค ห ล mogail al 
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digital camera can capture. A cam- 
era with a sensor measuring 
1024x768 pixels is a one mega- 
pixel sensor. But in late 2008, 
Nikon launched the D3X, a mon- 
ster of a camera with a 24.8 
megapixel resolution. At the same 
time, Nikon's Compact Digital 
camera range wearing the Coolpix 
brand began to feature devices with 
12 megapixel sensors. 

So, do we really need more 
megapixels? Yes, says Makoto 
Kimura, Director, Nikon Corp. “I 
do not believe that DSLR’s have 
maxed out megapixels just yet. Just 
wait till later this year to see what 
we bring out." However, when it 
comes to compact digital cameras, 
Kimura feels that more megapixels 
may not be the way forward. 

"While compact digital cam- 
eras are facing challenges from 
mobile phones, it will be the clar- 
ity and quality of the images that 
will distinguish them from mobile 
phones," says Kimura. He does 
not believe that the mobile phone 
has dented sales of compact digital 
cameras. [n fact, he thinks it has 
helped them. "In countries like 
India, where the penetration of 
digital cameras is low, mobile de- 
vices give people the taste of digi- 
tal photography. Then they want 
the real thing, and buy a Coolpix 
or a similar device," he says. 

Kimura says that Nikon is 
fighting back against mobile 
phone companies. The latest 
Nikon cameras feature wireless 
printing and Global Positioning 
Sensors, which can record the 
location where a picture has been 
shot. They can also directly upl- 
oad images from the camera onto 
photo sharing services on the Int- 
ernet. “We are still working on 
our user interface, which could do 
with some tweaking, but that is in 
the future," he says. 

KUSHAN MITRA 
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S THE INDIAN FILM INDUSTRY STAGGERS 

from the effects of the economic 
slowdown, multiplexes across India 
are rolling out the red carpet for cor- 
porate events to generate some 
moolah. “We rent them out on 
week days as weekends see packed 
theatres. It's mainly for corporate 
clients if they want to host an event,” 
says Amitabh Vardhan, CEO, PVR 
Cinemas. He, however, makes it clear 
that theatres such as his are suit- 
able only for events such as corporate 
training or launches. 

Surprisingly, venues such as PVR 
or Adlabs offer only a slight cost adv- 





Playing Hosts to India Inc. 


No. of Screens 


PVR Cinemas 108 
Adlabs 198 
DT Cinemas 30 (from April) 


antage over hotels. As Tushar 
Dhingra, CEO, Adlabs, points out, 
while the fixed expenses may be 
low, the operational costs could 
mount up—such as catering serv- 
ices. "We have done theme parties 
where the cost was Rs 2,000 per 
head. What we offer is the unique- 
ness of the venue," says Dhingra, 
who's played host to the likes of 
ICICI, Microsoft and K. Raheja Group. 

Realty major DLF's entertainment 
venture, DT Cinemas, will be entering 
the fray after April when its kitty of 
multiplexes swells to eight cinemas 
and 30 screens. With fewer movies 
coming to theatres, they hope to fill the 
void with a little help from India Inc. 


TEJEESH N.S. BEHL 
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FREE WHEELERS 


The car buyer has never had it better. In India, like all around 
the world, car manufacturers were slow to fathom how bad 
the downturn was going to be and were left with a pile-up of 
inventory, which they are now trying to offload. So, incentives 
are coming in various forms and guises—ranging from straight 
discounts to loyalty and exchange bonuses and from lower e 
interest rates to zero interest deals. So, if you have been looking 

to buy a car, this might be a very good time. Our colleagues in | T h 
Auto Bild India (an India Today-Axel Springer joint venture) NR 
put together the data to show the minimum that you should Discount-- Exchange bonus: 
expect. A bit of tough bargaining can get you even better deals. ————— E nn 


 MARUTISM ล์. 


: Exchange bonus: 30,000 D — |- w 


= qd 


ZEN ESTILO 
263 ia: Saving approx.: 50,000 


% age of total value of the car: 17 












76 age of total 
| value of the car: 42 


HONDA CIVIC x pes 
Free insurance 30,000 


76 age of total value of the car: 1 6 | 










MAHINDRA SCORPIO 
AUDI A6 2.2 VLX 
76 finance scheme 
i = — 
iov 12 000100 cop sunt 1,000 


% age of total value of the car: 2.1 





CHEVROLET TATA INDIGO/ MAHINDRA VOLKSWAGEN MERCEDES 
OPTRA MARINA/XL RENAULT PASSAT C-CLASS 
osco: 50,000  Cashdiscont:30,000 LOGAN Loan: 4.99% loan: 5 year at 7.1% 
Exchange: 20,000 % age of total viscount: 90,000 Free 3 services — — 
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TATA SUMO GRANDE 
Discount - Exchange bonus: 56, 000 


76 age of total value of the car 1 





CHEVROLET SPARK 


Discount 4- Exchange 4- Corp. discount: 


40,000 + 10,000 -- 4,000 





VOLVO MERCEDES FORD 
ash discount: 3 lakh E-CLASS FIESTA ZXI Source: 


Ainimum: 7.2% Cash discount: Free accessories + 
nterest on loan 2.5 lakh Extra equipment at 
or no cost worth: 





Interest free loan 
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“] cannot be unmindful of 
constitutional constraints... 
The party in power should 
not do anything that would 
be seen to be overstepping 
its brief " 

Pranab Mukherjee, Acting Financ 


Minister, in an interview after presenting the interim 
Budget, in The Economic Times, on February 16, 2009 








"It is another stimulus. I hope it 
will have its desired impact be- 
cause we have given some con- 
cessions for the export 

sectors, particularly those which 
are employment-generating" 
Pranab Mukherjee, Acting Finance Minister 


to Lok Sabha TV, on February 24, 2009 


"| am quite struck by the most 
amateurish and uncoordinated interim 
Budget that I have ever seen in my 

20 years of being associated with 

or monitoring these events" 

Shankar Acharya, Honorary Professor, Indian 


Council for Research on International Economi 
Relations (ICRIER), and Member of Board of Governors, 
to CNBC-TV18 


"While the cost of 
action will be great, I BE 
can assure you the 
cost of inaction will be 
far greater, for it 
could result in an 
economy that splutters along for 
not months or years, but perhaps 
a decade" 


Barack Obama, US President, in bis first 
Mate of the Union Address 





“Ask anyone in the US who’s in charge 
of the economy, they'll look at each 
other; in India, it is the Reserve Bank 
of India; in the US, it is not the 
Federal Reserve" 

Ram Charan, cultural sociolog 

IGNOU, New Delbi, in Busine ss Week ot in 
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How Slumdog Made its Millions 


After the Oscars, Slumdog Millionaire is raking in money from the 
book and the film. Here's the business behind the phenomenon. 


FTER THE ANNOUNCEMENT OF 
1 i the Oscar nominations, Slumdog 


Millionaire's Director Danny Boyle 
sent an SMS to author Vikas Swarup, 
saying: “You were there at the 
beginning and I want you to be there 
at the symbolic end (the Oscars)." 
Swarup obliged, though the Oscars 
were hardly the symbolic end. In 
fact, it started a wave, which is help- 
ing both the book and the film set the 
cash registers ringing. 

In the last three years, Swarup's 
debut novel Q&A sold a mere 
15,000 copies in India. Since 
January, however, after Slumdog 
Millionaire, based on his novel, 
started winning international 
awards, sales rocketed and the 





Book Building 


m Between 2005 and January 2009, 
Vikas Swarup s Q&A had sold a mere 
15,000 copies in India 


a Since January, publisher Random 
House has sold 50,000 new copies 
of the book (now called Slumdog 
Millionaire) 


a Book sales have gone up by 300 
per cent after the release of the movie 
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publisher, Random House, sold 
50,000 new copies of the book 
(now called Slumdog Millionaire). 
They hope to sell an equal number 
in the next few months. Swarup, 
who is not happy about the title 
OČA morphing into Slumdog 
Millionaire, says: “It’s totally eco- 
nomics. If I want my story to be 
told to a large number of people, 
the title of the movie is the ins- 
tantaneous recall.... A film is the 
ultimate medium." 

The film had made $162 mil- 
lion (Rs 802 crore) in global box 
office revenues till the time this 
magazine went to press. However, 
it has thus far failed to match its 
global winning run in India. The 
revenues earned here do not come 
anywhere near the top five grossers 
of 2008-09. In fact, it has raked 
in less than a fifth of the revenues 
notched up by Bollywood's top 
grosser in 2008-09—Ghajini. 
Distributed by Fox sTAR Studios, 
the film, which was released in 
both English as well as Hindi across 
351 screens, has managed just $6 
million (Rs 30 crore) in India so far. 
Vijay Singh, CEO, Fox STAR Studios 
India, however, says: "It has del- 
ivered beyond our expectations in 
the Indian market and is running 
strong in its fifth week.” After the 
Oscars, officials claim there has 
been a surge in demand from the 
plexes and the number of shows 
has doubled. Aditya Shroff, vp 
(Programming), Fame Cinemas, 
says: “We are playing both ver- 
sions in our plexes and both are 
doing equally well.” 

When Swarup sold the global 
film rights of OCA to Film4 of 
the UK in 2004, a year before 
the book was published, it didn’t 
bring him anything close to a mil- 
lion bucks. 





Film’s Fortunes 


m Gross box office collections till 
date: Rs 30 crore from 350 screens 


พ |t ranks amongst the Top 100 best 
opening weeks of all time in India 


m The Hindi version has contributed 
to two-thirds of the box office revenue 


m itis the sixth biggest release for 
any Hollywood film in India 


Slumdog vs Bollywood 
Bollywood's top 5 grossers in 2008-09. 
Ghajini OD | 69 
Rab ne Bana diJodi 70 

Singh isting =H 118 

Race — 598598 

Jodhaa Akbar — 13978 

VR 30 Slumdog Millionaire* 


Figures in Rs crore * Still running in theatres 
Source: Industry 






Times, however, have changed. 
While the new edition of his book 
promises him a lot more money, 
Swarup is riding high on success 
and the global film rights for his 
next novel, a whoddunit titled Six 
Suspects, have already been 
snapped up by the BBC and 
Starfield Productions. 

SAUMYA BHATTACHARYA 
AND ANUSHA SUBRAMANIAN 
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Quick. Name the car that has added over 3,00,000 owners in under four years. 
Still thinking? Allow us to tell you. 


Its the Swift, Swift and only the Swift. No other Indian car has got as many thumbs ups. No other 
has been loved and gushed over as much. No other car has sales figures that make the slowdown 
look like a walk in the park. No other car has had every heart saying, 'I want’. No other has 
cornered awards like it has, or scored in reputed awards like J D Power and TNS Studies. Simply 
put, no other car has wowed drivers and critics alike, and turned them into diehard Swift lovers. 





An uncommon car needs an uncommon beginning. The concept for the Swift started with a 
superbike, the supremely-awesome Suzuki Hayabusa 1300R, one of the fastest bikes on earth. 
One Suzuki engineer had a bright idea, to build a car around the superbike. Before the sniggers 
had died down, the idea had evolved into the Concept S, flooring the audience at the Paris and 
Frankfurt Motor Shows. 





When the clapping was over, it was time to turn the concept into a road-legal car. Suzuki 
created a never-before talent pool, bringing together its best engineers and designers from 
across the world. Part of the team were twenty-one engineers from India. It was a first of 
sorts. The Indian team also worked to ensure that the Swift for India was engineered 
ground-up and not merely adapted. It was designed to take the rough Indian terrain in 

its stride. 


FF A BA ชร ซี EE E BFGIN 
S EROS Eu UE mS giis nu iN uns BE QS 
Ay DRE. FS HASIE HE SS Ee INS. 


The date is 25th May, 2005. The Swift launched itself and a new niche. It was India's first 
‘premium hatch’. And it had already clocked 21,000 bookings in one week. 

Sinfully good looking, futuristic, radically-styled, totally a generation different from 
Suzuki design, it was more eye-catching, more refined and more user-friendly. It made all 
other compact cars look like mama's boys. 

Quite naturally, it won every Car of the Year award on offer in India. Auto journos, 
car experts, the media, auto enthusiasts and the young and happening set, everybody was 
wowed by the Swift. The only thing coming in faster than the reactions were the bookings. 
People couldn't see the end of the waiting list, but they were still willing to wait. 

Approximately a year later, when the DDiS Diesel variant arrived on the scene, it was 
almost as if someone said "action replay". It received a response just as rousing. 

The DDiS engine had already created waves globally, with the Engine of the Year award. 
It really was an ‘un-Diesel’, delivering scorching performance, superb fuel-efficiency, 
with incredible refinement and smoothness. Rave reviews happened, followed by instant 
bookings, followed by a waiting list. To handle the ever-increasing demand, production 
capacity was upped. The wait list, however, still grew. The Swift success story had done a 
repeat performance. 
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[t wasn t just Motor Shows where the Swift won. It scored even in the rough and tumble of the 
gruelling Junior World Rally Championship. The Swift Super 1600 successfully made its JWRC 
debut in the Rally Finland in 2005 ahead of schedule, finding itself among the top 3. In 2006, the 
Swift Super 1600 won five out of nine events and achieved fame as the best car among Super 1600s. 
In 2007, it even won the championship. 

In India, the Swift has proved itself in the demanding Raid de Himalaya, through harsh terrain 


and inhospitable weather conditions. 


CC The best feeling in the world? Driving the Swift.) ) 
Meenakshi Lochan ` 
Media Manager, owns a Swift VXi. 





Sporty 
Interiors 





So we asked, why the 3,00,000 love affairs? Why the long waiting lists? Why were 
so many still saying "You're the one that I want." 

The answers were easy. Till date, the Swift still remains India's most 
disruptively styled car. One that can easily hold its own even when it's among the 
bigger boys. 

It stands out unabashedly with its bold and ultra modern styling. Its peeled-up 
headlamps, the boomerang tail-lamps, ultra-wide stance, chunky wheels, high 
waistline, flared wheel-arches, and fighter-jet style glasshouse cabin give it a road 
presence far beyond its size. 

And its beauty isn't just skin deep. Inside its sporty cabin is a driver-centric, 
ergonomic cockpit. A sporty three-spoke steering wheel with mounted audio 
controls, so you don't take your hands off the wheel. A spherical gearshift knob. 
Chrome-lined dazzling dials. An integrated dash. Auto Climate Control so you can 
forget setting the aircon everytime. Tilt steering so you get the best driving 
position. Everything to give you a sedan-like feel. 

Its also one of the safest cabins on the road. ABS lets you maintain steering 
control even in the most slippery road conditions. Complementing this is the 
Electronic brake-force Distribution System and Brake Assist. Twin airbags protect 
you in any eventuality. There's also a remote keyless entry alarm system to give 
you peace of mind. 


CC: never knew a car could be so exciting. 
Every drive is like my first drive, only better 9 J 
Rajat Bedi, Businessman, owns a Swift VDi. 
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Know that buzz, that little rush you feel. It all comes back when the Swift's 1.3 litre, all-aluminium 
engine responds to the slightest touch of your underfoot. Push it and it takes you all the way to a 
storm raising 87 bhp, and a maximum torque of 113 Nm. 

Then, consider this. A computer-controlled 32-bit ECM maps all engine parameters to give you 
the optimum balance between performance and efficiency. The Swift has six, that's right, 
six computers. One each for the Engine Management System, Electronic Power Steering, 
Automatic Climate Control, ABS, airbag deployment and central locking. 

What does all this techno-babble mean? Floor the pedal and you'll race to 100 kph in 
12.29 seconds. And you're still in second gear. Keep the pedal down, and you won't even know 
you ve touched 160 kph, unless you see the speedo. 

Moreover, at those scorching speeds, the Swift feels solid, steady and planted. Overtaking is a 
breeze. No need to downshift. Even at bumper-to-bumper pace, the Swift's compact dimensions, 
superb driveability and punchy engine closes gaps quicker and lets you weave your way through 
traffic snarls. 

Best of all, the Swift is mean with fuel - stretching your rupee by giving you 15.9 kilometres per 
litre*. Excitement was never so affordable. 


CC the Swift is possibly the best looking car in 
India right now!9 J 
Javed Siddique, Pune-based IT entrepreneur 
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Just when you thought it doesn’t get better than this, it does. Meet the award-winning, 
‘uel-scrounging, 1248cc, 16-valve, DDiS engine under the Swift's hood. This frugal power-plant 
‘akes the Swift 21 km on just one litre of diesel*, making it the most fuel-efficient in its segment. 

So have you got mileage at the cost of oomph? No sir, you haven't. You'll see the Swift D sail 
Jast the 100 kph mark in just 13.87 seconds. Quickest in its segment, it delivers the highest 
orque in its class - 190 Nm of torque and 75 bhp for a superior drive with fewer gear shifts. 

All in all, a drive that is sure to set your pulse racing. 


CC rast month I travelled from Delhi to Goa in my 
Swift. It was exhilarating 9 9 
Ravish Krishnan, Architect, owns a Swift ZXi. 





ON A ROLL, SV 


In a world where technology changes overnight, and challengers hit the road every day, 
the Swift still remains as cutting-edge and future-proof as ever. No car brings you a combination 
of style, performance and excitement like it does. In fact, Swift owners see their Swift as more 
than just a car, but a reflection of themselves. Reason enough for more than 3,00,000 people to 
join the cult of Swift. And we know, this is one club whose membership is only going to increase. 


(NATIONAL AND INTERNATIONAL) 


Japan 


RJC Car of the Year - Automotive Researchers' & Journalists' Conference of Japan 


2005-2006 Car of the Year 

‘Most Fun Car - COTY Executive Committee 

Good Design Award - Japan Industrial Design Promotion Organisation 
2005-2006 Carview of the Year - Car View Magazine 


Iceland 
2006 Car of the Year - BIBD The Association of Automotive Journalists 


Ireland 
2006 Samperit Irish Car of the Year - Irish Motoring Writers Association 


UK 
2005 Car of the Year - Car Magazine 


New Zealand 
Fairfax AMI Small Car of the Year - Autocar 
National Business Review Small Car of the Year - The National Business Review 


Australia 
2005 Carsguide Car of the Year - Carsguide 


Malaysia 
2005 NST Mastercard Car of the Year ‘Small Car’ - New Straits Times/NST 
Mastercard 


China 

2005 CCTV COTY “Economical Car’ - CCTV 

2005 Shanghai Motor Show COTY ‘Hatchback’ - Shanghai International 

Motor Show 

2005 Shenzhen Market Car Ranking ‘Best Design’ - Shenzhen Daily 

2005 Chengdu Market Car Ranking ‘Best Design’ - Chengdu Economic Daily 
2nd Oscar of Auto World ‘Standard car for private use’ - Chengdu International 
Motor Show 


India 

Car of the Year - BS Motoring 
Car of the Year - Overdrive 
2006 Indian Car of the Year 
Design Car of the Year - BBC Top Gear 
CNBC - TV18 Autocar 

Car of the Year 

Best Value for Money Car 
Best Design And Styling 
Viewer's Choice 

NDTV Profit - Car India 
Small Car of the Year 
Viewer's Choice 


No. 1 in TNS Total Customer Satisfaction 

No. 1 in 2007 Four Wheeler Total Customer Satisfaction Study 
No. 1 in 2007 J D Power Asia Pacific Initial Quality Study 

No. 1 in 2007 & 2008 J D Power Asia Pacific India Automotive 
Performance, Execution and Layout (APEAL) Study ๐ 
2008 J D Power Asia Pacific Vehicle Dependability Study 


World Car of the Year Awards, 2006 


No.1 in the world for Value and Environment Friendliness, 
beating the Mercedes-Benz S-Class, BMW 3-Series, Volkswagen 


Passat and Lexus IS, among others. 


. 
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Deal of the Month 


IBN18 Broadcast, a Network18 group company, has announced 
its decision to acquire a 43.4 per cent stake in Viacom18 Media 
for Rs 305 crore from BK Holdings, a subsidiary of TV18. Following 
the acquisition, IBN18 Broadcast's stake in Viacom18 will now 
increase to 50 per cent. 


BT-ERNST & YOUNG 


DEAL WATCH 


Biggest deals in the past 30 days* 


Impact Analysis 

Viacom18 is a 50:50 joint venture formed in May 2007 between the Network18 group and US-based 
media conglomerate Viacom Inc. IBN18 and BK Holdings Mauritius, a subsidiary of TV18, were the 
Investing companies from the Network18 group. The current transaction is a follow on to the initial 
agreement under which IBN18 Broadcast had the option to buy out BK Holding s entire stake in the 
JV at a later date. 

IBN18 Broadcast has diversified its business from news broadcasting to one of the leading gen- 
eral entertainment networks through Viacom18. In the current entertainment market, it sees continued 
growth potential from Viacom18 ventures like MTV, VH1, Colors and Nickelodeon: the Hindi enter- 
tainment channel Colors, for example, has gained an impressive 23 per cent share of the TV view- 
ership in less than a year of its launch. 


ACQUIRER 




















TARGET — | INDUSTRY TYPE DEAL VALUE STAKE 
(ame : eI Pur o AE eur ç (Rs crore) (%) 
Viacom18 Media |... [BNI8 Broadcast Media & Entertainment ^ Investment 305.75 434 
Infrastructure Ventures India — — IL&FS Realty Fund Real Estate Private Equity 200 15 
Orissa Sponge Iron & Steel Bhushan Power & Steel Mining & Metals Investment 156 26 
Pranav Construction Systems Nine Rivers Capital Construction Private Equity 50 N.A. 
CE Infosystems Qualcomm Ventures Technology Private Equity 43.81 N.A. 
ValueFirst Messaging New Enterprise Associates Telecommunications Private Equity 29.22 N.A. 
Mogae Digital > Astro All Asia Networks Pic Technology Acquisition 24.28 50 
Rxelite Holdings Inc. Piramal Healthcare Pharmaceuticals & Acquisition 20.55 100 
Chemicals 
Getit Infoservices š Helion Venture Partners Media & Entertainment Private Equity 20 N.A. 
Rx HealthCare Magic — Accel India Technology Private Equity 12.17 N.A. 
Psi Data Systems i Aditya Birla Nuvo Technology Acquisition 10.2 29.3 
Kerns Aero Products 23 GE Equity Infrastructure Private Equity 10 30 
High Mark Credit Information Battery Ventures Banking and Private Equity 4.87 10 
Services Financial Services 
Gateway East India SRL, Gateway Distriparks Infrastructure Acquisition 4.68 26 
RMM Global and TechNet Mold-Tek Technologies Miscellaneous Acquisition 3.42 100 


Erst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company announcements and other 
secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. Business Today or Ernst & Young do not 


undertake any responsibility in regard to any such decision 


Includes only M&A, private equity and brand sale transactions 
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Parryware Roca Private Limited | Contact us: response@rocaindia.com | www.rocaindia.com 


t would be nice 
to shut out 
tne world sometimes. 


even If you do rule it. 


Roca bath suites are created by world-renowned designers like David Lo 2 HE 

Chipperfield, Schmidt & Lackner, Belen & Rafael Moneo and Ramon Benedito. 

Their talent and technology from the world's leading bathroom solutions THE LEADING GLOBAL 
BATHROOM BRAND 


brand ensure that the world's finest homes usually have a Roca bathroom. Www.roca.com 


The world's finest bath suites now at authorised Roca stores in your city. 
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Why Deficit + Stimulus... 


The UPA government blames the economic stimulus measures for a 
rising fiscal deficit. But this is not even half the truth. RISHI JOSHI 


FINE LINE DIVIDES AN EX- 

cuse from an explanation. 

When it comes to the UPA 

government's justification 
of the reasons for running up a mas- 
sive fiscal deficit, this fine line is 
getting more blurred with each state- 
ment and action. The Finance 
Ministry and the Planning 
Commission almost sound offended 
if questioned on the fiscal slippage in 
2008-09—the fiscal deficit having 
shot up to over 6 per cent of GDP, 
against the target of 2.5 per cent. 
After all, they argue, when the world 


FARM LOAN WAIVER 


Commission. Added to that is 
overshooting of food and fertiliser 
subsidy targets—in part a fallout 
of global commodity inflation in 
the first half of this fiscal. 
*Persistence of populist measures 
like the farm loan waiver and the 
structural factors that accentuated 
the impact of cyclical factors (for 
example, fall in tax revenues) has 
made the fiscal situation vulnera- 
ble," says D. K. Joshi, Principal 
Economist with Crisil. 

Such criticism of the government 
also stems from the apparent 


` 
is clamouring for supporting growth attempts to hide the real deficit— 
through massive public expenditure (w. and such attempts started much be- 
programmes, why be obsessed with "YA | fore the global economic crisis hit 
the size of deficit? Actually, the 0.3 /o Indian shores in September 2008. 
worry is not so much over the size, OIL SUBSIDY wh | 4 While presenting the Budget of 





but the composition—and, there- 
fore, purpose—of the deficit. 

Very few believe that the bulk 
of the deficit is because of the war 
chest that government has created 
to battle the fallout of the global 
economic meltdown. Says 
Sachchidanand Shukla, Economist 
with Enam: “The actual targeted 
stimulus is only about 2 per cent of 
the GDP, against the fiscal deficit 
of around 6 per cent of GDP." 
What about the remaining two- 
thirds of the deficit? That's 
accounted for by the UPA’s largesse- 
like Rs 65,300-crore farm waiver, 
the rural employment guarantee 
programme and the Sixth Pay 


2008-09 in February 2008, Finance 
Minister P. Chidambaram did not 
provide a single penny for the 
expenses to be incurred on the farm 
loan waiver and the Pay 
Commission implementation. Says 
Shukla: *The Finance Minister did 
some jugglery in the last year's 
budget by not providing for the 
loan waiver and the Sixth Pay 
Commission." The result: in 
October Chidambaram asked 
Parliament for Rs 1,05,630 crore as 
an additional grant to cover, among 
other things, the expenses that were 
announced in the Budget, but not 
provided for. 

September and October were 


DISSECTING DEFICIT 


Figures in % of GDP and Rs crore 
show major components of fiscal 
PE SURE Tees. น ล น น น ว บ น deficit in 2008-09 Excludes oil bond 





“The actual targeted stimulus is 
only about 2 per cent of the GDP 
against the fiscal deficit of around 

6 per cent of GDP" 


also the months when Chidam- 
baram and the Prime Minister 
Manmohan Singh—and several 
other economic ministers—were 
claiming that the global crisis won't 
impact India much. In reality 
though, October was the month 
when collections from tax revenues, 
something Chidambaram was bet- 
ting heavily on, had begun to fall 
way below the previous year's 
figures and well short of govern- 
ment's target. In October 2008, tax 
revenues were 13 per cent less than 
the October 2007 collections. By 
December 2008, they were a good 
25 per cent behind the previous 
year's level. While sources of rev- 


Sachchidanand Shukla 
Economist, Enam 


enues were shrinking because of 
the economic slowdown, the 
demand for pump priming the 
economy to prevent the slowdown 
was getting stronger. Having spent 
more than its due on populist 
schemes, the government had no 
choice but to shed all concern for 
the deficit and start spending like 
there was no tomorrow. It contin- 
ues to do that even after presenting 
the Interim Budget—supposedly 
its last big economic policy state- 
ment. The measures like the 2 per- 
centage point reduction in Service 
Tax and an additional instalment of 
Dearness Allowance to central 
government employees will stretch 





the government borrowing way be- 
yond what was originally estimated 
(see the following story). 

A chunk of the record deficit 
(including the off-budget items like 
oil bonds, it will be around 8 per 
cent of GDP) that the UPA govern- 
ment will leave behind for the next 
government is a result of its 
mismanagement and miscalcula- 
tions. For a government that 
presided over the era of fastest 
sustained economic growth, this is a 
most dubious legacy. 


...And Its Consequences 


The excessive borrowing to cover the deficit could squeeze private investment, 
denting the benefits of the government stimulus. PUJA MEHRA 


S 365 CRORE A DAY. THAT 

was the borrowing 

requirement of the 

Central government 
when the fiscal year 2008-09 
started. If this seems huge, 
here’s what the requirement 
had gone up to by the time 
government presented the 
Interim Budget on February 
16: Rs 838 crore a day. Or 
Rs 3,06,000 crore for the en- 
tire year. As it turns out, even 
this more than doubling of 
borrowing requirement isn’t 
going to be enough. Thanks 
to the stimulus announcements 
that kept trickling in after the 


«133300 


ORIGI? 


Interim Budget, the final govern- 
ment borrowing figure for the 
year could well cross Rs 1,000 
crore a day. 

The problem, however, isn't 


THE BORROWING BINGE 


Final fi 
target 


m could overshoot the 
three times. 





rs. 3,06,000 
Crore 


ESTIMATE 


REVISE 


IAL ร ฑา: 





just the volume of borrowing. 
Even in the best of times, govern- 
ments are the largest borrower in 
the market. What's more worri- 
some is that the government is 
also the least risky—and 
therefore most preferred— 
borrower for banks. At a time 
when the downturn has 
tainted the creditworthiness 
of some of the best in India 
Inc., banks would naturally 
tend to prefer the biggest and 
the best customer—govern- 
ment. The rest of the econ- 
omy could easily be starved of 
the funds. The government 
will, thus, “crowd out” other 


MARCH 22 2009 BUSINESS TODAY 29 


เพ พ น ร 05 แจ จ พ า ก 


bt current 


“The government's market 
borrowings will put upward 
pressure on interest rates and 
crowd out private investments " 


borrowers. Already, banks are 
holding about 26 per cent of their 
deposit money in government 
securities against the statutory 
requirement of 24 per cent. 

A fresh, huge supply of gov- 
ernment debt in the market 
(Rs 34,000 crore of borrowing is 
still to be done for the current fis- 
cal year) will also make reduction 
in interest rates less probable. On 
the Budget day itself, the 10-year 
yields shot up by 7 basis points 
to 6.36 per cent. Forcing RBI 
Governor D. Subbarao to signal 
base policy rate cuts the very next 
day. More than availability, it’s 
the cost of funds that producers 
and consumers are waiting to fall 
further. To make matters worse, 
s&P has lowered its long-term 
sovereign credit rating from Stable 
to Negative, which will raise the 
cost of foreign borrowing for 
several companies. The Indian 
private sector has $166 billion of 
foreign borrowing outstanding, 
and each 100 bps of higher cost of 
borrowing generates a direct hit of 
Rs 8,300 crore per year. 

A cold comfort is that the 
funds requirement of companies 
has gone down dramatically, re- 
ducing the demand pressure. 
Funds raised during April- 
December 2008 have decelerated 
from both sources abroad (from 
Rs1,48,700 crore to Rs 98,100 
crore) and domestic ones (from 
to Rs 1,25,900 crore to Rs 933 
00 crore). On its part the RBI has 
tried to ensure adequate liquidity 
at a reasonable cost. Since 
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Rajiv Kumar 
Director & Chief Executive, Icrier 


September 2008, it has cumulati- 
vely cut the CRR by 4 percentage 
points (9 to 5 per cent), the repo 
rate by 3.5 percentage points (from 
9 to 5.5 percent) and the reverse 
repo by 2 percentage points (from 
6 to 4 percent). These steps rele- 
ased more than Rs 3,00,000 crore 
of liquidity into the domestic 
money markets. 

Yet the easy liquidity isn't 
resulting in lending on the ground. 
Barring a few state-owned banks, 
most have refused to take the cue 
from the RB! and are lending re- 
luctantly—that too at rates higher 
than the RBI’s base rates. That's 
because banks have become 
extremely risk-averse. They are 
turning away loan seekers from 
sectors carrying higher risk, such as 
real estate. After averaging at 25 


DOUBLE TROUBLE 


Government borrowings are hurting more due 
to the global credit squeeze. 

Banks prefer risk-free investments. 
Non-food credit is up 19.4%, but 
banks' exposure to government 
securities is up 22.6% 


———— —— M M — rss rush 


Reliance on banks is high as other 

taps are drying. Funds raised offshore 
fell to Rs 98,100 cr in April- 
December 2008 from Rs 1,48,700 cr 
in April-December 2007 


—— M "usa" 


ECB/FCCB are down from 
Rs 63,000 cr to Rs 27,600 cr 


Funds raised from domestic sources are 
also down from Rs 1,25,900 cr to 
Rs 93,300 cr 





per cent during April-December 
2008, annual growth on bank 
loans has decelerated to 19 per 
cent in 2009, This is when, other 
than banks, most sources of funds 
have dried up substantially. 

For another month or so the 
credit squeeze isn't likely to get 
worse, as far as the availability is 
concerned. *Fears of crowding 
out private investment are exag- 
gerated in the near term, as public 
spending is only substituting for 
slowing private investment," says 
Rajiv Malik, Asean and India 
Economist with Macquarie 
Securities. Though true, this is 
neither healthy nor sustainable. 
Sooner rather than later, the right 
amount of credit at the right price 
will become absolutely critical to 
stem the downturn. RBI could 
consider structuring government 
borrowings better, especially the 
mix of the duration of the bonds 
by reducing the maturity period a 
bit. Also on the RBI table is 
monetising about Rs 45,000 crore 
of the fiscal deficit by allowing 
the government to use the money 
it raised under the Market 
Stabilisation Scheme. Through this 
scheme the RBI neutralises the 
effect of its forex interventions 
on rupee liquidity produced by 
issuing government securities to 
the banking sector. The funds 
raised are not for government use. 
For the remaining amount, 
Government debt will be the safe, 
smart option for banks to park 
their deposits. Other borrowers 
be damned. 
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Distress Sales on the Anvil 


Customers-both corporate and individuals-are keenly watching as 
developers blink first to lower their prices. TEJEESH N. S. BEHL 


EAL ESTATE DEVELOPERS MAY 
R have finally blinked and 

started lowering their prices, 
but customers aren't buying yet— 
neither their protestations of 
maximum discounts nor their 
product offerings. The findings from 
two different surveys reveal as 
much. While DTZ International 
Property Advisor's Demand Analysis 
and Real Estate Trends (DART) Survey 
2009 focusses on the trends in the 
commercial office space rental mar- 
ket, property portal Makaan.com's 
Me, My Home and Property Rates 
consumer survey looks at the resi- 
dential segment. 

DTZ's research, in fact, reveals 
why customers are still holding on to 
their horses. *If you compare to- 
day's rentals with the peak values— 
of end-2007— prices are down by 
20-25 per cent, with another 10- 
15 per cent correction expetced this 
year," points out Anshul Jain, CEO 


(India), DTZ. Its DART survey, which 
covered 48 companies across Delhi, 
Mumbai and Bengaluru, reveals that 
70 per cent of the respondents do 
not expect the market to bottom 
out before the next six months— 
clearly indicating that they will be 
driving some hard bargains with the 
developers for lease rentals. In fact, 
renegotiation of rentals, by at least 
10-15 per cent, tops the agenda of 
these companies. 

[nterestingly, a significant 
percentage of the occupiers—19 per 
cent—are also using the current 
downturn in the realty segment to 
relocate to more upmarket areas 
that are now more affordable. 

In the residential segment, capital 
values are predicted to fall further by 
20-30 per cent before activity picks 
up, according to the Makaan.com 
survey which sought responses from 
over 4,600 home seekers nationally. 
“I think developers are still testing 


RESIDENTIAL PROPERTY: Roping in the fence sitters 
How much discount will attract how many buyers? 
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the waters by announcing nominal 
discounts to see if there's some 
response from the market before 
they reduce prices further," observes 
Aditya Verma, Vice President and 
Business Head, Makaan.com. Prices, 
he says, need to come down by 
40-50 per cent from their peak as 
74 per cent of home seekers are 
looking for a property in the sub- 
Rs 30 lakh category. 

[t's a thought shared by Sachin 
Sandhir, Managing Director and 
Country Head, India, Royal 
[Institution of Chartered Surveyors 
(RICS), who also expects home loan 
interest rates to bottom out at 7 per 
cent. “I expect prices to go back to 
2004 levels before demand starts 
to pick up again," predicts Sandhir. 
Distress sales, according to him, will 
be the norm in 2009 with survival of 
the cheapest. That just might be the 
silver lining both consumers—and 
developers—are looking for. 


COMMERCIAL PROPERTY 
Bottoming out is expected. 
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Debunking of a Downtum Myth 





The global slowdown this time has not spared even the entertainment industry, 
which was believed to be recession-proof. ANUSHA SUBRAMANIAN 


ERE'S SOMETHIN' 

that you're never 

gonna forget. Baby, 
you ain't seen nothing yet. . .," 
went the lyrics of a popular 
'70s rock song. Well, 
delegates at FRAMES 2009, the 
annual media & entertain- 
ment (M&E) industry conclave 
held recently, weren't exactly 
crooning these lines, but what 
many of them talked about 
the impact of the downturn 
on their trade, it sounded 
pretty much like it. 

Indeed, what came 
through at the three-day af- 
fair in Mumbai on February 
17-19 was the fact that the 
entertainment industry is, 
contrary to the traditional 
wisdom, not recession-proof, 
and it would have to live 
with lower growth over the 
next few years. 

A FICCI-KPMG report on 
the Indian M&E industry also 
re-affirmed the new reality 
by foretelling a drab compou- 
nded annual growth rate 
(CAGR) of 12.5 per cent over 
the next five years against the 
18 per cent CAGR predicted by a 
FICCI-PwC report last year. But some 
industry observers expected this to be 
even worse. Also, as per the FICCI- 
KPMG report, ad revenues are expe- 
cted to be lower at 12.4 per cent 
CAGR during 2009-13 compared to 
17.1 per cent during 2006-08. 

So, how bad can things really 
get? *About 30-40 per cent of all 
films made will not be released this 
year. The marketing expenses are 
high and in some cases even sur- 
pass the film production costs," pre- 
dicted Ronnie Screwvala, Chairman 
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Recession & 
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and CEO, UTV Software Commun- 
ications. There could also be a drift 
from star-driven films to content- 
driven cinema along with tighter 
budgets and rationalisation of star 
salaries. Screwvala, however, did- 
n’t think that small-budget films 
would de-risk losses. “If you make a 
film for Rs 6 crore, you may end up 
losing all the money. But if you are 
making a Rs 50-crore movie, you 


- 
» 


may stand to lose the same 
Rs 6 crore. It is not easy to 
succeed with small-budget 
content-driven cinema." 

But the global media play- 
ers weren't as pessimistic. "We 
are definitely cautious. 
However, we look at India as 
a long-term opportunity," said 
Peter Smith, President, NBC, 
who was present at the event. 
“We are long-term players and 
hence we are going ahead and 
are positive," said Monica 
Tata, VP and DGM, Entertain- 
ment Networks, South Asia 
Turner International, of her 
firm's plans to launch a Hindi 
GEC over the next few months. 

The India story also drew 
large delegations from the UK 
and the Us, which was the 
partner country at FRAMES 
this year. “Media companies 
in the Us are facing real tough 
times, but here I see a 
different sense of optimism. 
And that's because of the 
growth opportunities in the 
M&E sector in India," ob- 
served Donald M. Whiteside, 
vP, Legal and Corporate 
Affairs-Direct Global Public 
Policy, Intel Corporation and 
head of the us delegation. 

The tenth edition of 
FRAMES had all the usual pomp and 
show thanks to the sizeable pres- 
ence of Bollywood stars, many of 
whom were feted with the FICCI- 
IFFA awards. But amid all the glitter, 
one thing that stood out darkly was 
the abysmal participation by the in- 
dustry itself—advertising agencies, 
media firms, television companies, 
event companies, and the like. Did 
the downturn keep them away? 
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“We Weren't a Consumer 








VER THE LAST DECADE, DUTCH 

giant Philips bas been 

making a marked shift away 
from its heritage of incandescent 
bulbs, radios and televisions. Faced 
with a surge of competition in the 
consumer electronics market, 
especially from Korean upstarts 
Samsung and LG, Philips—or Royal 
Philips Electronics as it is officially 
known—has recast its focus into 
lighting, medical devices and con- 
sumer lifestyle. On a visit to open 
the company’s new, cutting-edge 
India headquarters in Gurgaon, 
Gerard J. Kleisterlee, President and 
CEO, tells BT’s Rahul Sachitanand 
why the re-invention was neces- 
sary and what the firm’s new plans 
are. Excerpts: 


36 BUSINESS TODAY MARCH 22 


2009 


ก จ ง “ห ล ส ลา 30 


MYA Yd 


Where is Philips headed today? 

Our new direction is fairly different 
from what we were doing 8-10 years 
ago. We have changed the portfolio 
from high-volume vertically inte- 
grated consumer electronics to med- 
ical systems and appliances and light- 
ing with a focus on health and well- 
being. We have divested our own 
operation and joint ventures in up- 
stream technologies such as LCD and 
semiconductors and components and 
re-invested that money for a stronger 
presence in healthcare, strengthened 
our lighting activity and increased 
the number of categories in what we 
now call consumer lifestyle. 


What made Philips change strategy? 
We weren't really a consumer 


Electronics Company” 


developing world, there are mil- 
lions without access to basic health- 
care. We could point to and ride a 
major new trend in this market. 
Then, there was a strong trend to- 
wards eco-efficiency. There is a 
growing demand from populous 
nations like India and China for 
(scarce) resources, and you quickly 
conclude that lighting, which ac- 
counts for 30 per cent of the 
world’s electricity use, will be a 
focus area. People were also in- 
terested in their own well-being. 


How has the slowdown affected the 
transition? You have recently announced 
6,000 job cuts... 

It has not changed our plans. What 
doesn’t change is your vision; what 


“India could become an export hub 
for clean drinking water products” 


Gerard J. Kleisterlee/ President and CEO/ Royal Philips Electronics 


electronics company; we started as a 
lighting company, then we entered 
medical electronics, because if you 
can make a lamp, you can make an 
X-ray tube. The choice we had to 
make was whether to focus on 
upstream technology such as com- 
ponents, which require a different 
skill set, or on downstream applica- 
tions that have a stronger focus on 
branding and process management. 


What were the trends that pushed you 
to choose downstream applications? 

There were several societal and 
economic trends that were to our 
advantage. There was and is a 
growing and an ageing population 
across countries. Healthcare is a 
major concern for them. In the 


changes are your tactics. There has 
been an impact on consumer lifestyle 
and on our lighting business due to 
fewer new installations in offices 
and retail spaces. There is a lesser im- 
pact on healthcare, because there is 
universal demand for it. 


What are the latest trends in lighting? 

The first trend is towards energy 
efficiency, so we moved from inca- 
ndescent to compact fluorescent as 
the first step. The next step, LED, 15 
almost on us, with retrofit lamps, but 
price points for mainstream deploy- 
ment require a few more years. 


Healthcare is a vast segment. What 
will Philips’ focus be? 
For us, the home would have to 
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PHILIPS INDIA TIMELINE 


The Dutch giant has been present in India for nearly eight decades. 


Starts operations at Kolkata (Calcutta) in 
1930 with 75 staff. 


Sets up its first Indian lamp-manufacturing 
factory in 1938 in Kolkata. 


In 1948, after the Second World War, Philips 
starts manufacturing radios in Kolkata. 





play an important role in health- 
care. The way the healthcare system 
works today, we simply wouldn't 
have enough doctors and nurses to 
monitor everyone. Therefore, tech- 
nology and the home need to play 
an important role. With our pres- 
ence in the consumer market, we 
decided to expand in home health- 
care, too. In the us, we acquired 
Independent Living, a company that 
supports independent living for the 
elderly. We have also added remote 
monitoring of cardiac patients and 
those suffering from breathing ill- 
nesses. We think that people can 
eventually buy some of these services 
over-the-counter. 


Your competition has changed from 
consumer electronics firms to indus- 
trial giants such as GE and Siemens... 
Our rivals have chosen different 
paths to target the healthcare market. 
GE, for example, acquired Amersham 
and combined contrast media with 
imaging. Siemens has gone into IVD 
(in vitro diagnostics) with two of its 
own buys and combined in vivo and 
vp. We have focussed on extending 
care in hospitals to care at home. 
We all have diagnostic imaging as the 
core and we have gone in three dif- 
ferent but valid directions to extend 
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Come 1982, Philips brings colour television 
transmission to India with the supply of 
four outdoor broadcast vans to Doordarshan 
during the IX Asian Games. 


1993 sees Philips launch its domestic 
appliances business in India and... 


„in 1995 Philips 
introduces compact 
fluorescent lamps 
into the country. 


The Philips Innovation Camp 
Bangalore, is established in August 1996. 


our presence in healthcare. 


Analysts say Philips is relatively well- 
placed because it has lots of cash. So, 
will inorganic growth continue? 

We have made large acquisitions 
over the last few years, and rede- 
ployed $20 billion received from 
the divestment in various non-core 
activities to strengthen our presence 
in healthcare and lighting. We have 
a healthy balance sheet to make 
more deals, but in this scenario we 
have to be much more prudent to 
ensure financial flexibility. 


What is Philips' strategy for emerging 
markets where cost is an issue and 
healthcare reach is also a concern? 
We have a strategy for growth 
markets. In healthcare, there is huge 
demand for basic functionality. 
Rural clinics need to be able to do 
basic diagnosis and refer patients 
with serious illnesses to a city 
hospital. We have made a number 
of acquisitions in emerging markets, 
including Alpha X-Ray and 
Meditronics in India, that have 
developed products for these 
fundamental requirements. 

In consumer lifestyle, clean drink- 
ing water and clean air are two focus 
areas. In India, ric (Philips Innovation 























In 2001, Philips Lighting starts operations 
at its Vadodra factory. 


In 2005, it opens a new Philips Innovation 
Campus in Bangalore. 


?: In July 2005, it launches Project DISHA, 
a telemedicine initiative in association with 
ISRO. 


In 2008, it acquires Meditronics and Alpha 
X-ray, both X-ray systems makers. 






Campus, the firm's R&D outfit) has 
developed a prototype solution for 
clean drinking water for the local 
market. After testing it locally, we 
want to make this range of prod- 
ucts available globally. India could 
then become an export hub for clean 
drinking water products. We have 
also developed a number of off-grid 
lighting solutions, that can be pow- 
ered by a central power station and 
use alternate sources like solar when 
required. We also have a battery- 
powered CFL solution. 


Are you happy with the evolution of the 
Philips Innovation Campus? 

I am happy with its evolution. Five 
years ago, a major part of the 
research was done on semiconduc- 
tors and consumer electronics. 
Today, the largest group is focussed 
on healthcare and another focusses 
on IT applications within Philips. 
We have re-oriented the focus of 
the consumer lifestyle unit to look at 
innovative lighting solutions, 
including solid-state lighting 
solutions, where we're looking to 
expand. Over time, we will look to 
consolidate the R&D centres we have 
and phase out some sub-scale units. 
That will lead to some future 
opportunities for Bangalore. 
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The 105*^ Canton Fair 


New Com plex Entrepreneurs don't wait for business opportunities to knock on their doors. From April 15 to May 7 
2009, you will find solutions to all your business in the 105 session of China Import and Export 
Fair. With 55,000 stands, an exhibition area of over 1.1 million square meters, and business 


N ew p h ases turnover of tens of billions of US dollars, it's a perfect match for your ambitions. 


Phase 1 (April 15-19) 
Electronics & Household Electrical Appliances; Hardware & Tools; Machinery; Vehicles & Spare Parts; 


BW Oppo rtu n ities Building Materials; Lighting Equipment; Chemical Products; International Pavilion 


Phase 2 (April 24-28) 
Consumer Goods; Gifts; Home Decorations 


Phase 3 (May 3-7) 
Textiles & Garments; Shoes; Office Supplies, Cases & Bags, Recreation Product; Medicines, 
Medical Devices, Health Products; Food & Native Products 





Venue: China Import and Export Fair Complex 


Address: No.382, Yuejiang zhong Road, Guangzhou, China 

Hosts: Ministry of Commerce, PRC; People's Government of Guangdong Province 
Organizer: China Foreign Trade Centre (CFTC) : 

Tel: 86-20-26089999 Fax; 86-20-83335880 Email: info@cantonfair.org.cn 


www.cantonfair.org.cn 
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MCDONALD'S 
Same-store sales climbed 


20% 


year-on-year in January 


Bon Appetit | 


KFC . 
Average spending by 
customers has been going 
up every month and now 
stands at 





DOMINO'S PIZZA 
Takeaway numbers grew 


more than 25% 
last year and crossed the 


1-Crore mark 





While most companies have been forced onto the back foot by the slowdown, 
fast-food companies are doing rollicking business. KUSHAN MITRA 


ever, same-store sales climbed 

20 per cent over last year,” is 
the emphatic statement from 
Vikram Bakshi, Managing Director, 
Connaught Plaza Restaurants, the 
franchise holder for American fast- 
food chain McDonald’s in northern 
and eastern India. And his sentiment 
is shared by all the major players in 
this space—kFc and Pizza Hut, 
owned by Yum! Restaurants, and 
Domino’s Pizza. This growing 
fascination with fast food is most 
evident in malls, where the retail 
outlets might be empty, but the 
food courts are jam-packed. What 
explains this? 

“You have to understand that 


Jess WAS OUR BEST MONTH 
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the concept of fast food in India is 
still quite new,” explains Unnat 
Verma, Director Marketing, KFC. 
KFC, which has an average ticket 
size of around Rs 65-70, has seen 
not just more customers but also 
more spending by them on aver- 
age. “Every month the number 


“Fine dining is impacted by 
the slowdown. People are 

looking for value and they are 
getting that from fast food” 


Vikram Bakshi, 
MD, Connaught Plaza 
Restaurants 

(Franchiseholder 
for McDonald's) 









climbs up a few rupees," says 
Verma, explaining that unlike 
developed markets, where fast food 
is seen as functional, in India, the 
idea of eating out is still aspirational. 
Bakshi agrees, “Look at the way 
we lay out our outlets in India vis-à- 
vis other markets: exclusive family 
seating and the average group is 
around three people. This is a 
family activity, going out for 
food is not seen as just 
grabbing a bite but as fam- 
ily entertainment." 

Both KFC and McDonald's 
typify the *Quick Serve 
Restaurant"—McDonald's 
has a ticket size in the Rs 

100 range. Both 
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chains are expanding rapidly. In 
just over three years, KFC has 
ramped up to 46 stores in 11 cities. 
The chain is not looking at aggres- 
sively adding cities, Verma claims, 
but will start peppering outlets in 
metropolitan areas. *Our plans 
are to grow to 70 stores by the 
close of 2009 and over 120 
outlets by 2010." 

Bakshi says that McDon- 
ald's will also follow a similar 


saturation strategy. “Look at Pm lovin’ it 


Delhi's Connaught Place (CP), we 
have four stores there, but I believe 
that we can support eight." But he 
acknowledges that McDonald's has 
been conservative. Between Bakshi 
and Amit Jatia, Managing Director, 
HardCastle Restaurants, the 
McDonald's franchise owner in 
western and southern India, 
McDonald's still has 132 outlets 
despite having opened operations 
in 1996. “We are a fairly con- 
servative operation," Bakshi 
laughs, *But the name of 
the game is not simple 
growth but profitable 
growth." For the record, 
McDonald's which entered 
China in 1990 has over 

1,000 stores and is opening over 
170 new outlets in 2009, 

And it isn't just people eating 
out. In 2008, Domino's Pizza 
crossed the *1 crore pizzas delivered' 
mark. In fact, Ajay Kaul, Managing 
Director, Domino's Pizza India is 
taking the chain to new towns, exp- 
anding to 65 stores in over 50 cities. 
"Take-away growth has been spec- 
tacular. We saw numbers grow 
25 per cent plus last year," he says. 
And he claims that Domino's with 
its "affordable" tag (the company 
launched a Rs 35 *nano" pizza last 
year in India) has achieved this bec- 
ause of a combination of two fac- 
tors. "There is definitely the aspi- 
rational element, but there is also a 
growing number of people moving 
down the value chain. Our ticket 
size is around Rs 300 for a delivery 









FATTENING UP IN 
LEAN TIMES 


Fad and affordability have increased 
fascination for fast foods. 


MCDONALD'S: Conservative in 
expansion plans; has 132 stores 
but will be expanding in 
2009-10. Same store sales 
up 20 per cent in January 
2009 with meal ticket 
size crossing the Rs 
100-mark. 


KFC: Plans to expand 
from 46 outlets in 1] 
cities to 120 outlets in 
metros mostly by the 
end of 2010; ticket sizes 
have steadily increased 










as Affordable casual dining’ chain 
with new look, menu and cut- 
lery. Currently operates 120 
Stores in 34 cities, and plans 
to expand to Tier | and 
Tier Il towns. 
DOMINO'S PIZZA: Delivered one 
crore pizzas in 2008 and saw 
deliveries grow almost 30 per 
cent with low-price menu 
items. Plan to take the 
number of outlets to 65 
by 2009 end from 52 
in 43 cities at present. 


and that has been steady. But 
people are going in for this instead 
of spending Rs 500 plus in a dine-in 
restaurant,” Kaul says. 

In fact, Domino’s has seen a 
slight de-growth in its dine-in 
business. Bakshi, who wears the 
cap of the President of the National 
Restaurant Association, concurs: 
“Definitely, what we classify as ‘fine 
dining’ restaurants are being imp- 
acted by the slowdown because 
people are looking for value, and 
they’re getting that from fast food.” 

However, Pizza Hut is moving 







towards a dine-in model. Explains 
Anup Jain, Director Marketing, 
Pizza Hut: “There are a large num- 
ber of people who don’t want to 
visit the expensive restaurants, they 
want a classy dining out experience 
minus the price.” The chain has, 
therefore, begun to remodel the 
majority of its 120 outlets with 
updated interiors and new crockery. 
But it is also targeting new cities, 
moving into Jammu, Varanasi and 
Rajkot in 2008. “In many of these 
smaller cities, there is a massive 
latent market for something 
like us and the concept of 
dining out at a place like Pizza 
Hut is seen as something new 
and innovative.” 

In fact, every one of the four 
chains mentioned has been adding 
new cities, moving into some places 
that others would think peculiar. 
There is even talk of these chains 
moving into states like Bihar, a 
thought that would have seemed 
unthinkable a few years ago. 

The only thing that is going 
against the fast food industry is the 
“eat healthy” lobby led by Union 
Minister for Health Ambumani 
Ramadoss who has in speeches 
clubbed the multinational fast food 
industry along with the alcohol 
and tobacco industries. 

However, Bakshi claims 
that the industry is cleaning 
up its act, something it has 
been forced to do by the chang- 
ing consumption patterns in dev- 
eloped markets. *We are removing 
trans-fats from all our products 
gradually and should take them 
off the menu completely shortly. 
And we are offering our con- 
sumers healthier food choices as 
well," he argues. 

McDonald's India recently 
launched a pilot for their “break- 
fast" menu at select outlets and 
Bakshi claims that this menu is an 
energy-rich albeit low-fat meal. 
"These changes are being driven 
by consumers," he says. 
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They've been posting 
robust double-digit growth 
for two quarters now even 
as their peers struggle to ° 
come to terms with the | 
downturn. What makes 
these companies tick 
when business dips? 
VIRENDRA VERMA 
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ONE SWALLOW DOES NOT A SUMMER MAKE, TWO 

financial quarters of heady earnings growth 

numbers may not a champion make, either. Yet, 

the handful of companies that we've picked out are 

noteworthy because they have succeeded in 

taking off at a time when industrial growth is 
slowing down, exports are coming crashing down, investments are 
decelerating and consumption is moderating. That's a headwind of 
huge proportions blistering against an India Inc. which, till only re- 
cently, was basking in the glory of international conquests and bur- 
geoning domestic demand. 

Nobody likes an escalating headwind—especially, when it's 
beginning to slow down growth. That was evident in the 
quarter ended December, when net profits of Indian companies 
fell by 12.7 per cent—a decline for the first time after 
23 quarters of gung-ho growth. 

But headwinds do have their advantages. Aviators, for 
instance, prefer to take off or land in one. Like good pilots, a 
clutch of Indian promoters has actually been able to use the 
ongoing slowdown to their advantage. A few of them are also 
smartly allocating capital to expand operations or even make 
acquisitions on the cheap. 


Early Birds 

So, what sets these winners apart from the rest of the pack? 
Plenty, actually. Let's begin with the sheer benefits of size and 
pedigree. Corporations like Bharti Airtel, Larsen & Toubro 
and Hero Honda are all leaders in their sectors. They're also the 
only companies in their sectors that have been notching smart 
growth even as their rivals flounder. They also prove that being 
an early bird helps in getting the worm—even during a downturn. 
Then, there's a company like Sun Pharma that has countered the 
downtrend in the pharma sector by perfecting, over the years, a 
four-pronged strategy for balanced, profitable growth. 

Some of the names on this list are lesser-known. Some of their 
businesses are hardly glamorous—gas cylinders anybody? But 
the uniqueness of these promoters is their business model. 
Companies like Ai Engineering and Everest Kanto are among a se- 
lect few, not just in India, but also the world over. Replicating their 
operations isn't easy because of the high entry barriers to these busi- 
nesses. We have also included Mundra Port, although there is no 
comparative growth for the September quarter (as the company got 
listed recently) because analysts expect it to be the fastest- 
growing port in Asia till 2011. 

To arrive at this list we considered companies with a mini- 
mum market capitalisation and annual revenues of Rs 500 
crore. Will all of them continue to have the wind beneath their 
wings, as the slowdown rages on? Perhaps not. The last quarter 
of this fiscal (ending March) is going to be a virtual carnage for 
India Inc., with the downturn exacting a heavy toll. We'll be keep- 
ing track of our winners. Here they are, in order of their 
annual sales for the financial year ended March 2008. 
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'IN THE DOWNTURN 


No Bridge loo Far 


The robustness of Larsen & Toubro's core business of engineering 
& construction helps it counter the tough times. Plus, it has newer 
growth engines that are revving Up. VIRENDRA VERMA 


AST FORTNIGHT, Y.M. 

Deosthalee, Chief Financial 

Officer (CFO) of Larsen & 

Toubro (L&T), was burning 

the midnight oil over a 
strategic decision to acquire a busi- 
ness that isn’t quite core to the en- 
gineering & construction giant. L&T 
is one amongst the several compa- 
nies in the fray to acquire the scan- 
dal-struck Satyam Computer. True, 
L&T has an IT services arm (L&T 
Infotech), and a buyout of Satyam 
would help it scale that business up 
considerably. However, investors 
don’t appear to be convinced about 
L&T’s software ambitions—the stock 
had tanked to a 52-week low at the 
time of writing—and would rather 
see those funds being pumped into 
the flagship operations. 

The L&T top brass, for its part, is 
clear about its long-term vision for 
the group (and its shareholders), 
and such short-term hiccups in the 
market don’t faze its Chairman & 
Managing Director A.M. Naik. 
“Our diversity in different core sec- 
tors of the economy helps us to 
maintain growth even if some parts 
of our business portfolio are ad- 
versely affected by the market,” says 
the 66-year-old engineer, who has 
risen to the top from the ranks. 

For a company that has built a 
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WHY L&T IS A 
WINNER 


A A strong order book of 
Rs 68,800 crore as of 
December 2008 


A Unmatched expertise in 
executing large projects 


A No major cancellation 
or delay of orders from 
clients 


A A low debt-equity ratio 


reputation by constructing bridges, 
roads and world-class plants—on 
time—challenges and obstacles aren't 
exactly uncommon. Yet, after going 
through several economic cycles, the 
company appears to be coming close 
to perfecting the art of winning in a 
slowdown. The past two quarters 
have been a period of robust earnings 
growth, even as many of its peers 
have lost direction. The 25 per cent 
growth (excluding extraordinary in- 
come of Rs 916.3 crore) in net profit 
for the December-ended quarter was 
much better than what most ana- 
lysts tracking the company were ex- 


pecting. The management is upbeat 
about closing the year with a rev- 
enue growth of 25-30 per cent; and 
the bottom line should also grow at 
the same rate for the financial year 
ending March 2009. L&T’s confi- 
dence stems from the Rs 68,800- 
crore order-book on hand—and, 
more importantly, none of these or- 
ders have been cancelled or delayed. 

Double-digit growth on such a 
large base in such trying conditions 
is creditable. Anand Rathi Securities 
expects the company's net profit 
to rise by 18.8 per cent for the 
current financial vear. *There will 
be a lag effect of 1-2 quarters for en- 
gineering companies," says Ajay 
Parmar, Head of Research, Emkay 
Global Financial Services. He says 
the company is feeling some 
impact of the slowdown as growth 
in order inflows has been 11 per 
cent in the December quarter com- 
pared to 30 per cent for the first 
nine months. 

So, how is L&T blazing a trail in 
the midst of an economic slow- 
down? “A rigorous risk manage- 
ment policy, increasing operational 
efficiency, a strong order-book and 
a diversified portfolio—including 
new businesses like railways and 
power—have all contributed to 
the growth," says Deosthalee. 
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What also helps is that even 
though L&T competes with global 
players when bidding for inter- 
national projects, its main focus is 
on the Indian market where 
there's plenty of action. Some 85 
per cent of its revenues come from 
domestic projects. 

Still, there's no denying that the 
ongoing slowdown will catch up 


L&T’s Naik: Building 


diversity in different core sectors 





with L&T, sooner or later. Project 
delays and cancellations will be 
inevitable as the downturn intensifies, 
and that may impact the order flow 
in the days ahead. Deosthalee, for his 
part, hardly sees any dark clouds 
ahead—not for another year, at least. 
“L&T is confident that it will be able 
to sustain a robust growth trend in 
2009-2010,” he reckons. 


IN ACLASS 
OF ITS OWN 


L&T's growth has 
been steady and 
Consistent 
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Deosthalee, of course, nas à I 
aces up his sleeve. Engin 
construction will continue to be t 
company's biggest growth engin: 
But new businesses, like the rai 
ways division, will also start kicking 
in. Within six months of starting 
this arm, it has already 
worth around Rs 5,000 crore. This 
includes a Rs 2,900-crore order for 
a mono-rail project in Mumbai and 
another Rs 1,600-crore order from 
the Indian Railways. 

L&T's biggest strength, though, 
IS its sheer depth Of experience 
project execution. This helps it 
often complete projects ahead of 
schedule, which, in turn, results in 
savings in costs and working capital. 
A decision taken a few years ago to 
shift back to a variable input cost 
structure has also helped it maintain 
profit margins. “Close to 70 per cent 
of our contracts are on a cost-plus 
basis, and we also have a very stru 
tured payment schedule,” reveals 
Deosthalee. If the economic slow 
down intensifies in the days ahead. 
one of the few companies that looks 


well placed to hold Its own IS L& 


WINNERS IN THEDOWNTURN 








Ringin 
in th 
Gain 


Bharti Airtel says its 
superior products and 
services give it an edge 
over competition. Not 
all consumers may 
agree. So, what 
explains India’s #1 
mobile operator's 
relentless growth? 


RISHI JOSHI 









ANOJ KOHLI, CEO & " 
Joint MD, Bharti Why Bharti E 
Airtel, is upbeat is a Winner wie 


when we catch up A Expanding beyond 

with him on a late > ! | 

Friday evening in February. "We i mobility—long distance li 
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ductivity," he asserts. Indeed, de- India driving subscriber: 

spite intense competition and the growth 


economic slowdown, his com- ———— — 

pany has been able to post strong A Well thought-out network, — | 

growth results. expansion plan | RE m 
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surged by 38 per cent year on 

vear. The Mobile Services unit 
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remained the key growth driver, 
clocking an impressive 41.5 per 
cent surge. What's more, as has 
been the case for the past several 
quarters, Bharti Airtel's mobile 
subscriber base continued to soar. 
Bharti recorded net subscriber 
additions of over 8 million for 
the second consecutive quarter 
and increased its market share by 
one percentage point to 24.7 per 
cent. Gaining market share—that 
too without eroding profit mar- 
gins—in a downturn is a classic 
winning strategy. 

“We have a fundamental work 
ethos that doesn't change," says 
Kohli. “We reward hard work and 
innovation. This has ensured a con- 
sistent and well thought-out net- 
work expansion plan, which has 
been chiefly responsible for Bharti 
improving market share." Bharti 
has expanded its network across 
the country methodically. After tap- 
ping the high-potential metros first, 
the company has moved further 
down the pyramid into other circles. 
Its network now covers approxi- 
mately 79 per cent of the country's 
population (it was 68 per cent at the 
end of the previous year's third 
quarter). Sunil Bharti Mittal, 
Chairman & Managing Director, 
Bharti Airtel, put things in per- 
spective after declaring the third 
quarter results. *Bharti's strategy 
of extensive rollout ahead of com- 
petition, especially in new villages, 
has yielded rich dividends," Mittal 
pointed out. 

Compounded growth of Bharti's 
subscriber base has averaged nearly 
13 per cent over the past four quar- 
ters; the figure for compounded 
revenue growth over the same 
period is a little over 10 per cent. 
Says Harit Shah, an Equity Analyst 
at Angel Broking: *These numbers 
reflect an impressive scaling up of 
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Mobile Revenues (Rs cr) 
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MoU = minutes of usage; RPMs = revenue 
per munute 


the business and network expan- 
sion across the country.” 

Bharti feels its extensive net- 
work will help ward off the impact 
of a slowing economy. What helps 
is that almost half of the 
incremental users being added to 


its network now are rural. Says 
Kohli: “The rural maket has not 
been hit by the downturn. 
Agricultural output has been good 
recently and rural income is grow- 
ing. This will mean an increasing 
spend on telecom services.” 

A challenge, however, is how 
the company will manage the 
competitive intensity in the sector, 
which is among the highest in the 
world and is leading to a consis- 
tent fall in realisations. Reliance 
Communication's recent aggressive 
pricing strategy in GSM services—it 
offered lifetime pre-paid for only Rs 
25 and free talk-time worth Rs 900 
spread over three months—is a case 
in point. Says Sanjay Gupta, Chief 
Marketing Officer, Bharti Airtel: 
"We are not looking to get into a 
price war. We believe our superior 
products and services give us an 
edge over competition." 

Bharti has committed $3.5 bil- 
lion as capital expenditure for mo- 
bile services and infrastructure for 
the next financial year. It's in pur- 
suit of a larger ambition of becom- 
ing a global one-stop shop for all 
communication requirements. 
"Unmatched" broadband (8 Mbps 
speed which is being upgraded to 
16) in 100 cities, will be a key part 
of its future initiatives. On that will 
ride its IPTV plans—the company 
recently became the first private 
player to offer the service in the 
country. It has already made a foray 
into DTH with an all-India offer- 
ing. Says Kohli: “We are pursuing a 
three-screen strategy. Airtel should 
be on mobile, PC and Tv.” Then, it 
is expanding as a long-distance car- 
rier. Also, over the next two years, 
Airtel will be laying five more sub- 
marine cables for international ac- 
cess. “The next big growth after 
mobility will come from these 
businesses," says Kohli. พ 
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VIRENDRA VERMA 


ILL SEPTEMBER, IT WAS THE 

best performing stock on 

the Indian markets for 

2008. Even today, although 

Sun Pharmaceuticals’ share 
price is down by a third from its 
peak, it has still fallen less than the 
Sensex, which is off its peak by 60 per 
cent. If Sun Pharma is outperforming 
the broader market, that's because 
there are few Indian companies that 
are able to consistently turn out 
growth rates of 30 per cent, even 
during a downtrend. 

Sun Pharma's well-honed, four- 
pronged game plan has paid off hand- 
somely, with revenues doubling and 
net profits trebling over the past four 
years. Says Chairman & Managing 
Director Dilip Shanghvi: *Our fo- 
cus has been consistently on four 
segments for growth and that is pay- 
ing off." The four segments are: 
Domestic branded prescription drugs, 
export of branded drugs, Us generics 
and bulk drugs. In addition, the re- 
lentless focus on research & devel- 
opment (R&D) is beginning to pay 
off. Sun spends 8-9 per cent of sales 
on R&D—as against the norm of 2 per 
cent for Indian pharma companies— 
and this division develops 20-25 
products every year, many of which 
are filed overseas. These efforts allow 
Sun to get approvals from the us 
Food & Drug Administration (FDA) to 
exclusively market generics for a cer- 
tain period (that may extend up to 
180 days) and rake in the moolah. 

The segment on which Shanghvi 
is perhaps most optimistic is export of 
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Dawn in the Dusk 


Sun Pharma rises out of the gloom thanks 
to its distinctive four-pronged game plan. 


branded drugs. “There is an oppor- 
tunity to become bigger and we can 
grow by 40 per cent over the next 
4-5 years," he says. Here too, R&D 
plays a critical role. 

Another successful gambit of Sun 
Pharma has been its thrust on in- 
organic growth. Over the past 12 
years, it has acquired eight compa- 
nies, and has succeeded in making 
many of them kick in with mean- 
ingful contributions to revenues and 
margins. One of its successful turn- 
arounds has been the us-based 
Caraco Pharmaceuticals Labs in the 
mid-1990s. It's latest play though, 
for Taro Pharmaceuticals of Israel, 
has run into rough weather, with 
Taro terminating Sun’s proposal a 
year after it was formalised. The 
Indian company hasn’t given up, 
and its interest in Taro remains. 
However, a war chest that’s brim- 
ming with $540 million in cash 
allows Sun to keep an eagle eye for 
alternative acquisition targets. 

A dampener for Sun Pharma has 
been the USFDA coming down on its 
Caraco and withholding marketing 
approvals for medicines made at its 
Detroit manufacturing base. That’s an 
irritant Sun will have to tackle, as 
21 out of 103 drugs pending 
approval in the us are from the 
Caraco stable. Analysts, like those at 
ICICI Securities, are hopeful of a “likely 
resolution of the warning letter (by 
the UsFDA) by the end of the first half 
of 2009-10”. Till then, there's 
little else to indicate that Sun Pharma 
will forget winning ways. 
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Shining Bright 
Sun Pharma keeps 
the growth coming. 
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เพ เต profit for quarter 
ended Sept. 2008 

(Rs crore) Wg YoY 
growth (%) Sept '08 
Wi Net profit for quarter 
ended Dec. 2008 (Rs 
crore) ™ YoY growth 
(%) Dec. '08 


Why Sun Pharma 
is a Winner 


A Focussing on the Indian 
branded prescription 
segment as well as on 
export of branded drugs 


A Carved a niche in 
US generics —— 


A Spend of 8-9 per cent 
of sales on R&D is 

. paying rich dividends 

A Acquiring loss-making 
drug companies and 
turning them around 
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Into the 
Headwind 


Hero Honda defies the 
down-cycle in the auto 
sector with robust 
earnings growth and 
gains in market share. 


RISHI JOSHI 


175 BEEN A BUMPY RIDE FOR TWO- 
wheelers, with sales falling by 4.8 
per cent in 2007-08. In the cur- 
rent fiscal’s first three quarters, sales 
have risen by a measly 1.85 per 
cent. Contrast this with a decade of 
spectacular double-digit growth for the 
industry before the slowdown hit home. 

Even as all the major two-wheeler 
manufacturers have been grappling with 
a decline in sales and profitability, there 
has been one winner amidst the gloom. 
Market leader Hero Honda has con- 
sistently shown an ability to stay ahead 
of the pack. In 2007-08, the company 
had increased its overall market share by 
one percentage point to 42 per cent. It 
further increased its domestic market 
share during the first nine months of the 
current financial year to almost 46 per 
cent. In a market scenario where other 
auto players posted moderate sales 
growth, the company’s results were im- 
pressive. While the motorcycle industry’s 
increase was less than 1 per cent in the 
first three quarters, Hero Honda’s rose 
by 11 per cent. 

So, how has Hero Honda man- 
aged to buck the trend when others 
around it are stumbling? Says Anil 
Dua, Senior Vice President: “We are 
ahead of the field as we had put some 
building blocks in place well before 
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the slowdown." 

The company management says its 
biggest strength is its wide product 
range catering to all segments. Hero 
Honda launched as many as seven new 
models across categories in the third 
quarter of 2008-09 to give a fillip to 
sales in a difficult period. Says Navin 
Matta, Equity Analyst at Dolat Capital: 
“Intermittent concerns regarding 
overdependence on its flagship 
models—Splendor and Passion—have 
been put to rest with continued 
refreshed variants." 

Hero Honda has supplemented 
these launches with elaborate brand- 
building initiatives. There is a dedicated 
campaign for each and every model to 
build a distinct image and boost market 
demand. Says Dua: *We go for sharply- 
focussed and well-differentiated ad- 
vertising. So the promotional strategy 
for an entry segment model would be 
completely different from a premium 
segment model keeping in mind the 
target audience." This has ensured bet- 
ter performance by key brands and re- 
sulted in strong volumes across seg- 
ments—CD Deluxe, in the entry seg- 
ment, Glamour, New Splendor NXG, 
Splendor+ and Passion Plus in the 
deluxe segment and Hunk, CBZ X-treme 
and Karizma in the premium segment. 


Bucking The Trend 


Healthy bottomline 50 ด ู 2 
growth despite 
adverse conditions. 
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Bajaj Auto 
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Why Hero Honda 
is a Winner 


A Building a wide product 
_fange across segments 


A Differentiated brand- 
_ building campaigns 


A Focus on driving 
. Sales in rural India 


4 Launching new models 
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On Solid Ground 


Diversifications into related areas in the good 
times are coming to Simplex Infrastructures’ 
rescue in the downturn. VIRENDRA VERMA 


OW TIMES CHANGE! IN 
2006-07, when infrastruc- 
ture and construction ac- 
tivity was in full flow, the 
new buzzword was BOT, or 
build, operate and transfer. And why 
not. BOT projects, in an era of easy liq- 
uidity, were immensely executable 
and more profitable. One company 
that decided to ignore the Bor band- 
wagon is Simplex Infrastructures. 

In today's changed environment of 
tight credit and bear markets, it's prov- 
ing to be a wise decision as BOT oper- 
ators are finding it difficult to raise 
cash to complete projects. Being a 
pure-play construction business 
today is more profitable. “Internal 
rate of return (IRR) for core construc- 
tion business is over 20 per cent while 
tor road BOT projects it is below 15 per 
cent," says Amitabh Mundhra, 
Director, Simplex Infrastructures. 

BOT might have been a no-no, 
but Simplex did something else 
during the upcycle—it chose to 
de-risk its business model by focussing 
on new areas within the ambit of 
construction. And those initiatives 
are holding it in a good stead during 
the current slowdown. *We decided 
to diversify our operations from just 
three segments to eight segments," 
says Mundhra. 

Before 2002, Simplex's activities 
consisted of piling work, and setting up 
industrial and power plants. In the 
following years, it stretched its wings 
into areas like urban infrastructure, 
real estate, railways, roads and wa- 
ter. This was accompanied by geo- 
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graphical diversifications too, with 
Simplex entering markets in West 
Asia like Dubai, Doha and Oman. 

The benefits of Simplex's 
diversifications are evident today. 
Example: Although real estate 
is in the doldrums, power is holding 
its own. Also, today its biggest 
order is just 5 per cent of the order 
book, which makes the company less 
susceptible to orders getting cancelled. 

Simplex's order book stood at a 
healthy Rs 10,200 crore as of end- 
December 2008. These orders have 
to be completed over the next 30 
months. The worry, however, is on 
the profitability front. Although 
growth at the bottom-line level is 
still in double digits, net profits— 
which rose by 47 per cent in the 
September ended quarter—were up 
by just 15 per cent three months 
later. "After a period of high growth, 
profit numbers get into consolida- 
tion phase, after which they once 
again begin rising," explains 
Mundhra. He says in times of huge 
growth the company gets conservative 
in taking orders. Mundhra adds that 
margins have come down because 
of higher depreciation provisions for 
machinery and equipment purchased 
last year (depreciation tends to be 
higher in the initial years). 

More than anything else, what 
generates confidence about Simplex 
is its uninterrupted track record of 
profit-making and dividend-paying 
since 1924. Now, how many down- 
turns would it have encountered 
since then! 


Simplex's Mundhra: 
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King of the Hill 


Simplex has outperformed 
most in its sector. 
71.45 47.2 
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prex c EE 
Why Simplex 
is a Winner 


A Diversifications within 
construction have 
. helped it de-risk 


A Has moved into new 
geographies like 
. WestAsa — —— 


A Has stayed away from 





. higher-risk BOT projects 


A Own machines and 
equipment make for 
better profit margins 
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WINNERS 


No Heav 
Burden 


When exports are 
down in the dumps, 
how is Allcargo Global 
Logistics holding its 
head high above water? 
VIRENDRA VERMA 





HERE ARE ALWAYS OPPORTUNI- 
ties lurking around adver- 
sity—the difficult bits of 
course is to find those 
opportunities. And it's the 
ability to spot and exploit those breaks 
that separates the men from the boys. 
Take, for instance, cargo and 
container handling firm Allcargo 
Global Logistics, which has been doing 
its bit—much before the downturn 
arrived—to stay competitive. 

In 2006, Chairman & Managing 
Director Shashi Kiran Shetty had ac- 
quired Belgian logistics firm ECU Line 
for $29 million. He didn't waste any 
time in shutting down its unrelated 
businesses (like local transportation) 
and moving out of low-yielding mar- 
kets (like East Europe). He also laid 
off some 50 people at a time when no 
slowdown was in sight—a tough task 
tO pull off, reveals Shetty. AGL also 
moved some of the back-office work 
of ECU—IT, human resources and ac- 
counting—to India to trim costs. Such 
measures have gone a long way in 
hastening the integration of the two 
companies. They were vital, too; 
today, ECU Line contributes almost 
60 per cent of the total revenues. 

AGL is also seeking to build a new 
revenue stream in the related area of 
equipment hiring—leasing out cranes 
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and other machinery. Shetty says all 
equipment have been hired, and a few 
more will be purchased. 

Still, the big question is: for how 
long can AGL continue to register triple- 
digit earnings growth? Obviously, not 
for too long. A slowdown is inevitable, 
and analysts expect the profit growth to 
come down to 16 per cent in 2009-10 
—4a fall no doubt, but still it's the kind 
of growth that many Indian compa- 
nies will give an arm and a leg for. 

Everyone may be screaming slow- 
down, but that hasn't convinced Shetty 
to go slow on his plans. AGL is ex- 
panding its container freight station 
(CFS) business by putting up a new fa- 
cility in Indore with a capacity of 
40,000 tonnes. Shetty is also doubling 
AGL’s Chennai CFS to 90,000 tonnes. 

The climate is also perfectly con- 
ducive for acquisitions—as is AGL’s fi- 
nancial health. The company has debt 
of just Rs 125 crore, cash of Rs 50 
crore, and expects to receive around Rs 
250 crore from private equity firm 
Blackstone—which held 5.26 per cent 
of AGL’s equity as of end December— 
by September on conversion of war- 
rants. One venture that has been put on 
hold is that of inland containers, which 
was expected to start in Bangalore. 
Now that's what you call a measured 
growth game plan. 
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Weighty Bottom line 


Allcargo s growth has been 
heady—so far. 
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Why Allcargo 
is a Winner 
A. Minimal exposure to the US 


A Low debt & healthy cash 
pile helps it in buyouts 

A. Branches into equipment leasing 

A. Restructured international 
acquisition to advantage 
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Safe Harbour 


Mundra Port hasn't been hit by the slowdown in 
exports and the economy—not so far, at least. 
VIRENDRA VERMA 


Special Economic Zone, but let’s 
just call it Mundra Port. For it’s 
the port that’s the company’s flag- 
ship activity today; the special eco- 
nomic zone is on the backburner. 
The port is clearly the com- 
pany's winning proposition. Last 
fortnight, a ship carrying coal that 
had anchored at the Mundra Port 
had its entire consignment of 
40,000 tonnes cleared in just 24 
hours—at any other Indian port 
that would have taken at least 33 
hours. That resulted in a huge cost- 
saving for the importing company as 
cargo ships charge by the hour. 
“Our objective is to give better 
value to our customers,” says Rajeeva 
Sinha, Director, Mundra Port. 
“Companies will prefer Mundra 
over other ports in the region as the 
port’s deep draft (of 17 meters) will 
allow ships to carry more cargo,” 
says Kapil Yadav, Equity Analyst 
with Dolat Capital. Mundra Port’s 
operating profit margin increased 
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Why Mundra Port 
is a Winner 


A Diversified cargo 
(crude, dry, containers) 
. de-risks the port operations 


A Deepest draft (17 meters) 
allows big ships to come in 
and more cargo to be handled 


A Good road and rail connectivity 
_both to Mumbai and New Delhi 


A Lower turnaround time for 
cargo than in other ports 


to 63 per cent in the December 
quarter from 60.5 per cent a year 
ago, while the net profit margin 
stood at 33.5 per cent versus 25.5 
per cent a year ago. "Our aim is to 
have an operating margin of 70 per 
cent next year," says Sinha. He is 
targeting cargo of 50 million tonnes 
next year, up from 36.37 million 
tonnes projected for 2008-09 (30 
million till January). 





In a Niche 
of its Own 


AIA Engineering 
isn't just another 
engineering company. 
In fact, it has few 
competitors—globally. 


VIRENDRA VERMA 


ENOWNED WALL STREET 
R investor Peter Lynch in his 

book One Up on Wall 
Street had famously noted that 
there are bad companies in ex- 
citing industries and great com- 
panies in dull industries. AIA 
Engineering clearly fits the lat- 
ter category. But its promoter, 
Bhadresh Shah, will have no com- 
plaints about being dubbed 
*dull"—not when his company is 
showing smart earnings growth 
year on year. 

The uniqueness of AIA 
Engineering lies in its business 
model. It operates in a high- 
tech, niche engineering seg- 
ment, making parts for coal 
grinding in equipment that's 
used in power plants, cement 
units and the mining industry. 
“We have a wider customer 
base in 70 countries and our 
products are mainly 
for the replacement 
market," says Shah. 

If AIA has no com- 
petitors in India—and 
few globally—it's be- 
cause of the high 
entry barrier 
the business 
has. That 
ensures a 
virtual mo- 
nopoly, and 
chunky profit 
margins. 


















AIA's Shah: 
Possessing a unique 
business model 
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“It is not a business in which 
you set-up a plant and then start 
selling the product. In our busi- 
ness, one has to first understand 
the application at the customer 
end and design the product with 
the right metallurgy to offer a sol- 
ution to the customer," says Shah. 

What makes Ala downturn- 
proof is that its products are used 
by industries that are seeing 
plenty of activity. Just one of 
them is power. AIA has diversified 
into a range of user industries— 
like cement, mining —to ensure 
that it isn't tied down to the for- 
tunes of just one sector. The 
company says its biggest cus- 
tomer does not contribute more 
than 10 per cent to sales. 

However, there are a few 
dark clouds on the horizon. 
"Many of the new capacities be- 
ing added by the company are 
for the mining industry and in 
the current scenario, demand 
may not come from the sector," 
says Ankit Babel, Research 
Analyst with Dolat Capital 
Market. He adds that Ai4's profit 
margins are on a cost plus basis; 
due to this, profits could de- 
cline when input costs fall. 

AIA is looking to hedge its 
risks by entering new geogra- 
phies and looking for new 
opportunities within mining. The 
company may get mired in the 
slowdown in the days ahead, but 
will clearly be the biggest bene- 
ficiary once the global economy 
turns around. 


Why AIA Engineering 
is a Winner 


A High entry barrier in the 
area it operates 


A Its products for replacement 
market are recession-proof 


A Diversified customer base 
4 Low debt on the books 





No Heavy Burden 


Everest Kanto isn’t just the second-largest 
player globally in its sector, it also has the 
most varied product range. VIRENDRA VERMA 


AST APRIL, WHEN THE US WAS 

in the throes of the subprime 

crisis, Everest Kanto Cylinder 
(EKC) acquired us-based cr 
Industries for $64.25 million. 
Analysts didn’t approve of the tim- 
ing of the deal. Nine months later, 
however, EKC claims to have no 
regrets—sales from the us have 
picked up in the last six months, 
never mind the recession that’s 
ravaging that country. 

Says CMD P.K. Khurana: “Our 
products from the us are for a niche 
market and not every manufacturer 
can make such cylinders,” he says. 
That may explain where most of 
the growth in the past two quarters 
came from— the Us and a new plant 
that started in China. 

EKC's biggest competitive edge, 
though, is that it’s perhaps the only 
company that produces such a var- 
ied range of cylinders with multiple 
capacities, from 1 kg upto jumbo- 
sized cylinders. The company claims 
to be #2 in the world—after Faber 
of Italy—in capacity. Also, as 
Khurana, who began his career by 
trading in cylinders, reiterates: “We 
make cylinders that nobody else in 
the world does.” 

For this 30-year-old company, 
for a long time a large portion of 
its revenues came from CNG cylin- 
ders that were used mainly in the 
automobile industry. But taking 
into account the cyclical nature 
of that sector, EKC spread its wings 
into industrial cylinders, 
targeting sectors like cement, steel 
and chemicals. 

Analysts have revised EKC's 
profit estimates for the next year 
downwards by 29 per cent, mainly 
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Why Everest Kanto 
is a Winner 


A. Making varied kinds of 
cylinders, right from 1 kg 
ones to jumbo-sized 


A Diversified customers and 
_user industries 


4 Manufacturing units in key 
markets like China and the US 


A Relying on long-term contracts 


because of weak demand from the 
auto sector in India and China. 
That's not deterring EKC from go- 
ing in for capacity expansion— 
from 1.1 million to 1.6 million 
cylinders—which will become 
operational by June-July. When 
you're one of the world’s few play- 
ers in a niche area, you can 
afford to fire on all cylinders. 
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Medical 
Marvel 


Opto Circuits has 
benefited from 
operating in the almost 
recession-proof area 
of medical devices. 
RAHUL SACHITANAND 





MANUFACTURER OF MED- 
ICAL devices and compo- 
nents, located just down 
the street from Infosys 
Technologies, is turning 
out to be a surprise star in the current 
slowdown. Opto Circuits, a 19-year 
old company founded by Vinod 
Ramnani, a mechanical engineer, 
and his American business partner 
Thomas Dieteker, has defied the 
withering effects of a slowdown to 
post a strong 65.7 pert cent increase 
in net revenues and a 47.2 per cent 
improvement in profits in the third 
quarter. “The healthcare industry is 
recession-proof,” says Ramnani. 
Opto derives 75 per cent of its 
revenues from non-invasive prod- 
ucts such as patient monitoring sys- 
tems and sensors used to monitor 
patient metrics such as heartbeat, 
22 per cent from invasive products 
such as stents used in heart surgeries 
and catheters, and the rest from 
vending its technology and software. 
“The market for our products glob- 
ally is around $14-15 billion across 
the first two categories and the US is 
the biggest market in healthcare," 
says CFO Bodapati Bhaskar. While 
the firm sells its components to large 
healthcare equipment makers, it is 
beginning to increasingly compete 
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Why Opto Circuits 
is a Winner 


A. Graduated from making 
components for large medical 
equipment makers to making 

its own patient-monitoring 
systems 


A Timely acquisitions gave the 
company access to new areas 


4 Maintained margins despite 
buying out operations in high- 
cost Europe and the US 


A Has virtually no competition 
locally in the organised sector 


with them with its own range of 
monitoring equipment. “We want 
to focus on small hospitals and nurs- 
ing homes,” says Ramnani. 

Opto has made four acquisi- 
tions— (the patient monitoring busi- 
ness of) Palco Technologies, Criticare 
Systems, Eurocor, Advanced 
Micronic Devices, Devon Innovations 
and ORMED Medical Technology— 
and in the process, entered a range of 
new and related markets, including 
interventional cardiology, medical 
devices and medical catheters. Opto’s 
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Opto’s Ramnani: 
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inorganic growth has saved the com- 
pany up to five years of research and 
regulatory rigour. 

Despite the slowdown, Opto 
has managed to hold fast on the 
margin front—around 29 per 
cent— despite buying companies 
with sizeable manufacturing opera- 
tions in high-cost locations in 
Europe and North America. “We 
plan to eventually move all manu- 
facturing to India," says Ramnani. A 
lack of clarity on special economic 
zones (SEZs) and the potential tax 
extension of the tax holidays under 
Section 10 A/B mean that the Opto's 
management is yet to decide on its 
future course. *We have land in 
Hassan (in southern Karnataka), 
which the government allotted for a 
SEZ. If the laws on SEZs are clarified, 
we will move manufacturing 
there,"says CFO Bhaskar. 

Analysts worry about regulatory 
issues holding back the company’s 
progress. Although Opto has FDA 
approval to sell its non-invasive 
products in the key Us market, it 
is yet to get the agency’s green sig- 
nal for its invasive product range. 
Then, higher interest costs on 
the loan Opto raised to acquire 
Criticare also ate into its profitabil- 
ity for the latest quarter. 
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WINNERS ; 


Just what the 
Doctor Ordered 


People don't stop falling sick in a slowdown. In 
fact, more people are likely to take ill in troubled 
times. Thats good news for the health care sector. 


E. KUMAR SHARMA 


S THE FEAR OF JOB LOSS STRESSING YOU OUT? WELL, 

even if you end up as a victim of the economic 

downswing, you might just be doing a favor to the 

fortunes of one sector: Health care. If this industry 

doesn't get hit in a slowdown, it's simply because 
people don't stop falling ill; and, of course, there 
would also be those literally being worried sick. 

*A slowdown is the best time for health care to 
consider growth," avers G.S. Rao, Executive Director 
at Yashoda Hospital in Hyderabad. Rao is doing just 
that. He has set up an integrated and advanced 
cancer treatment center involving investments to 
the tune of Rs 100 crore; this includes over Rs 17 
crore on installation of, what he calls, Asia's first 
Rapid Arc Linear Accelerator, which 
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crore investment plan. *We had already put some of 
our funding in place pre-recession," says Suneeta 
Reddy, Executive Director (Finance), Apollo 
Hospitals Group. She adds that over the past year, 
patient volumes are up 12 per cent. Net profits 
for the third quarter are up 27 per cent over the pre- 
vious year's December ended period. 

The healthcare sector is also one of the few that 
creates employment in a downturn. According to 
the consulting firm Technopak: *When the dotcom 
bubble burst in the us, health care was the only sector 
where the number of jobs increased."In the Indian con- 
text, Technopak adds that *the fiscal concessions 
given in last year's Union Budget for a tax holiday in 

tier II and tier III cities has already re- 


is used for radiotherapy. Indian Healthcare sulted in a flurry of activity in these 
Rao also plans to invest Rs 250- Industry: Growth Projection towns." Besides hospitals, other emerg- 
300 crore on super-speciality services by jn 14M ing healthcare segments like health- 


2010. His growth plans are driven by 
the fact that there is constant demand 
and it is only during a slowdown or 
recession that input costs come down. 
Funding isn't an issue either, with Rao 
claiming that banks are vying with each 
other to offer good rates. 

Yashoda is not the only hospital 
that’s using the headwinds of a 
downturn to take off. Industry major 
Apollo Hospitals is equally upbeat 
and is busy implementing its plans to 
add new hospital beds across various 
locations. The plan is to add 2,536 
beds—to its existing 7,543 beds— 
by December 2010, including 900 
in tier II and tier III cities. For this 
Apollo has drawn up a Rs 1,586 
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care retail, diagnostic chains, assisted- 
living centres, day-care ambulatory 
surgery clinics and centers for alter- 
native medicine are increasingly 
attracting investments. 

So, what can one expect going 
forward? According to Technopak: 
*Given the highly-skewed demand- 
supply equation, we expect health care 
to sustain its growth even in the new 
paradigm of muted economic growth." 
The foray into tier II and tier III cities 
and towns goes to show that the new 
markets are constantly evolving for 
healthcare delivery. 

It seems then, even if you lose your 
job, it wouldn't be a bad idea to head 


straight to the healthcare sector. 
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Downturn 


Most companies prefer to stand still during a slowdown. 
but, as a clutch of players in financial services have 
shown, there's no better time than now to turn 

the heat on the competition. ANAND ADHIKARI 


Ws š 
I 


HAT'S EVEN BETTER THAN GROWING 
at breakneck speed, piling up 
the profits and market share, 
and riding a boom in style? 
Well, quite simply, growing 
steadily, posting profits, gaining market share and 
climbing a position or two when your rivals 
are unable to do so. 

To be sure, growth in gung-ho times is great, 
but not unexceptional—with a me-too busi- 
ness model, easy capital and eager consumers, 
you're pretty much on your way. It's not quite 
the same, however, when demand turns fickle, 
capital is scarce, and your business is enveloped 
by the dark clouds of an economic slowdown. 
It’s during such downturns that yesteryear's 
high fliers are prone to fall the hardest. It's at 
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such times that less risky and more stable busi- 
ness models focussed on profitable growth and 
long-term leadership come to the fore. Growth 
may not be spectacular, but often during a 
slowdown just the ability to hold one’s ground 
is enough to inch ahead—simply because many 
of the hot rods are falling behind the pace. 
The companies that we talk about in the next 
few pages—all in financial services—have not 
just held their ground but also stolen a march on 
rivals who had raced ahead of them in the good 
times. They've been able to do so because of the 
uniqueness of their business models, because of 
their strategic decision not to chase mindless 
growth when it was there for the taking, and 
because they’re still in a position to keep their foot 
on the investment pedal. Read on to know more. 








considered the laggards for 

sacrificing growth for profits and 
for being slow in utilising the extensive 
branch network—perhaps, the largest 
in the world—of its parent, the State 
Bank of India. That's why the per- 
ception in the market and amongst ri- 
vals was that SBI Life Insurance was 
content trailing as a distant #3 
amongst the new life insurance play- 
ers in terms of annual gross premium. 

The ongoing slowdown has, how- 
ever, changed the game in life insur- 
ance. It has also transformed the 
fortunes of SBI Life, which has 
displaced Bajaj Allianz Life Insurance 
from second spot in the April- 
December period. The catalyst for 
this change: The crash in equity prices, 
which has virtually wiped out the de- 
mand for unit-linked insurance plans 
(uLiPs). Latest figures from the 
Insurance Regulatory & Development 
Authority (IRDA) for December 2008 
reveal that SBI Life is within sniffing dis- 
tance of leader icici Prudential Life 
Insurance. SBI Life clocked a premium 
of Rs 398.38 crore compared to ICICI 
Pru Life’s Rs 428.33 crore in the 
last month of 2008. 

So, what’s contributing to SBI 
Life’s arrival on centre stage? 
Clearly, a lot has to do with ULIPs— 
largest bread earner for private life 
insurance players in the last eight 
years—losing their glitter. “Of late, 
we are selling more traditional prod- 
ucts like term policies than ULIPs,” 
points out U.S. Roy, Managing 
Director & CEO, SBI Life Insurance. 
For instance, last March, the ratio of 
ULIPs to traditional products was 
70:30. Today, it is 60:40. 

Also, when traditional products 
are the focus area, the spotlight 
naturally also shifts to the traditional 


i N THE RAH-RAH DAYS, THEY WERE 


When Opportunity Knocks TRADING 


SBI Life has used the changed market conditions to its 
advantage to grab the #2 position in the private sector 
from Bajaj Allianz Life Insurance Company. 





players. *In today's market scenario 
when consumers are shifting back to 
traditional products, sBi and Lic (Life 
Insurance Corporation) come first to 
mind as they are the two most trusted 
brands for long-term life insurance 


products," adds Roy, who took over at | | 
the helm in January 2007. April-Dec.  April-Dec. 
Unlike many other insurers, SBI 2007 2008 


Life has kept its group corporate busi- แพ พ Bajaj Allianz Life Insurance 
ness on the traditional platform. For W SBI Life Insurance Co 
instance, retirement funds have not Figures are Premium in Rs crore 
been deployed in market-linked ULIPS,” Source: IRDA 
explains Roy. That has gone a long 
way in bringing back the confidence of 
many long-term clients. 

SBI Life’s other edge on its rivals is 
its multi-channel business model that 
includes bancassurance, an agency 
channel and a corporate group. This 
helps bring in a steady flow of business, 
even during a slowdown. Only a year 
ago, the company changed its report- 
ing structure by shifting from a cen- 
tralised head office arrangement to a 
more decentralised organisation. “We 
have divided our business operations U.S.R 
into eight different regions, with each MD & CEO, 
region covering two states, two SBI SBI Life Insurance Company 


“Profits are necessary in life insurance 
because the company has to sustain 
itself over the next 20 years to pay back” 


circles and an associate bank,” says 
Roy, who has over three decades of 
experience in India’s largest bank. 
“This cohesive approach resulted in 
the SBI network getting optimised to 
garner more business,” he adds. 

SBI Life’s bancassurance model 
is also different from those of the 
others; at most insurance companies, 
the bank makes a referral and the 
agent follows up with the booking. So 
a customer ends up paying a com- 
mission to the agent as well as to the 


NISHIKANT GAMRE 


MARCH 22 2009 BUSINESS TOD 





AY 


65 





bank. “We at spi Life have been 
empowering our bank staff to sell 
policies directly. So, we train our 
bank employees to sell insurance 
and that’s the reason why our ban- 
cassurance model is taking time,” 
reasons Roy. In fact, SBI Life's 
French joint venture partner Cardiff 
SA has been a pioneer in selling in- 
surance products through global 


commercial banks. 

SBI Life has a few other aces 
up its sleeve. For one, it is the 
least-capitalised amongst the 
newer players; this offers more 
headroom for raising further cap- 
ital. For another, the firm has 
also been profitable for the past 
three years, and has no accumu- 
lated losses on its balance sheet. 


Coming in from the Cold 


Religare Enterprises polevaults to top dog position 
in terms of market capitalisation amongst firms 
that have broking as their core business. 


EADQUARTERED IN NEHRU 

Place in South Delhi, 

Religare Enterprises is 
perhaps the only major Indian 
brokerage that has its base so 
far away from the hub of the 
capital markets in Mumbai’s 
commercial district. But that 
doesn't seem to have marred 
its prospects; in fact, the 
distance from Dalal Street 
seems to have helped—the 
erosion in its stock price is the 
least compared to other 
brokerages. 

There's of course more to 
Religare's outperformance of 
its sector. More than distance, 
its relative success has plenty 
to do with a diversifed busi- 
ness model that goes beyond just 
broking. The 15-year-old finan- 
cial services venture promoted by 
the Malvinder Singh family (of 
Ranbaxy fame) is in investment 
mode even as many of its rivals 
are tightening the purse-strings. 
"You need courage to put up 
money in these times," says Sunil 
Godhwani, CEO, Religare 
Enterprises, a holding company 
for Religare’s businesses in equity 
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broking, wealth management, 
asset management, life insur- 
ance, commodities and 
insurance broking. The money 
to be raised through a rights 
offer will be directed into non- 
market capital lending busi- 
nesses such as consumer 
finance, invesmetnt banking 
and insurance. 

Clearly, Religare sees an 
opportunity in the current ad- 
verse conditions. Late last year, 
at a time when liquidity con- 
ditions were at their tightest in 
the wake of the bust-up on 
Wall Street, Religare pounced 
on Rana Talwar’s Lotus 
Mutual Fund, which manages 
assets worth Rs 5,000 crore. 
Just a year ago, Religare was 

just another pretender amongst a 
new breed of broking and finan- 
cial services firms that had listed 
on the stock exchanges. These 
include Edelweiss, India Infoline 
and Motilal Oswal. In terms of 
market capitalistion, Religare 


Most other life players will take 
2-3 years to make profits and 3-5 
years to wipe out piled-up losses. 
“Profits are necessary in life in- 
surance because the company has 
to sustain itself over the next 20 
years to pay back,” says Roy. 
Being financially sound clearly 
has its benefits, which are mag- 
nified in rough times. 
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Sunil Godhwani 
CEO, Religare Enterprises 


“You need courage to put up money 


in these times” 


lagged behind all these names. 
Today, it's a different story, with 
the market seemingly in a mood 
to give Religare's appetite for 
growth a thumbs up (see chart 
Curbing The Erosion). 

The 47-year-old Godhwani, 
for his part, doesn’t give much 
importance to market cap rank- 


ings. “They are not always the 
best barometer to gauge the true 
underlying value and fundamentals 
of an integrated business model 
like ours,” he explains. “We are 
not a broking house but an inte- 
grated financial services player.” 
That explains why investors rate 
Religare higher than its peers. 


The Banking Shuffle 


The positions amongst the new private sector 
banks have come in for some re-arranging. 
Axis Bank has leapfrogged into third place. 


overtook Exxon Mobil to 

become the world's most 
valuable company, in the wake of 
luxury car maker Porsche's attempt 
to acquire a majority stake in vw. 
The flare-up was, of course, tem- 
porary, caused by a shortage of 
common shares in the market, as 
Porsche had gobbled up three- 
fourths of vw's shares. As sanity 
returned in a matter of a few min- 
utes, Exxon reclaimed its top dog 
status, and today is once again the 
world's biggest company by market 
capitalisation with a value of $357.5 
billion. vw trails at $87.2 billion. 

Around the same time—after 

Lehman Brothers collapsed—a sim- 
ilar fleeting change in the value rank- 
ings took place in the Indian market 
(albeit for totally different reasons). 
The country's top two private sector 
banks, ICici Bank and HDFC Bank, 
exchanged positions with the latter, 
for the first time, outperforming its 
hitherto more illustrious counter- 
part. But as fears of icici Bank's 
exposure to the subprime crisis in 
the Us proved unfounded, it duly 
bounced back. These days, both 


banks are neck and neck, with 
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ICICI Bank once again grabbing the 
lead, although the gap isn’t as yawn- 
ing as before. 

The bigger story, however, of 
changing positions in Indian banking 
has played out at #3 and #4, with 
formerly fourth-placed Axis Bank 
inching ahead of Kotak Bank to 
grab third position. And it’s now 
six months since Axis has been hold- 
ing on to that rank. 

“Ours has been a purely or- 
ganic story. We have shown that 
organic growth can also be fast- 
paced. Last year, we grew our bal- 
ance sheet size by 50 per cent,” 
says P.J. Nayak, Chairman & 
Managing Director, Axis Bank. 

During the boom times, Axis 
was valued much lower than Kotak 
despite having a larger balance sheet. 
In terms of network too, it’s the 
third-largest in the private sector 
(after ICICI Bank and HDFC Bank), 
with 749 branches and 3,171 ATMs. 
Yet, Kotak always enjoyed a higher 


To be fair to Religare’s rivals, 
most of them, too, are moving 
from pure-play broking towards 
being integrated players. Yet, 
Religare has been more successful 
at using the headwinds of the 
downturn to its advantage. 
“There is no holding back,” 
gushes the CEO. 


UP AND RUNNING 


Mis nk displaces Kotak Bank 
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PJ. Nayak 
CMD, Axis Bank 


“We have shown that organic growth can 
also be fast-paced. Last year, we grew our 
balance sheet size by 50 per cent” 
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valuation because of its non-banking 
operations like mutual funds, 
broking and investment banking. 
However, when the stock indices 
tanked, these capital market-related 
businesses also took a hit, which 
has, in turn, dampened the valuation 
of the banking arm. 

Axis Bank’s valuation, for its 
part, is clearly being driven by its 
rock-solid standalone banking 
model. In a year marked by a 
slowdown in retail credit, net 
profit zoomed by 82 per cent in 
the first half of 2008-09, while 
fee income rose by 84 per cent. 

Axis is slowly spreading its wings 
into other areas. “Today, we are a 
full-service commercial bank, and it 


has taken us some years to 
achieve this,” says Nayak, who 
is due to retire in June. The bank 
is now steadily building the asset 
management, private equity and 
private banking businesses. “We 
have raised a first tranche of $148 
million, and are in the process of 
mobilising a second tranche of about 
$400 million, largely overseas, for 
our private equity fund for infra- 
structure,” says Nayak. The initial 
theme of the private equity arm is in- 
frastructure, but over time the com- 
pany will explore other themes as 
well. It has received regulatory ap- 
proval for asset management. "We 
hope to do the first NFO (new fund 
offer) of our mutual fund, which 


Piling on the Assets 


HDFC MF rockets from # 4 to # 2 in terms of assets under management. 


NE BIG REASON WHY WIN- 
QO: in a downturn is a 

completely different game 
from hitting the jackpot in the 
boom times is because there's one 
crucial ingredient missing during a 
slowdown: Momentum. That's 
amply evident in the tale of India's 
two leading fund houses, ICICI 
Prudential Mutual Fund and HDFC 
Mutual Fund. 

For a long time, the two asset 
management firms ran neck and 
neck in terms of assets under man- 
agement (AUM). Until 2004, when 
the stock market indices began 
heading northwards. That's when 
icic! Pru broke out, and over the 
years, it built up a significant gap 
over HDFC MF. At the peak of the 
boom, when the benchmark 
Sensex touched 21,200 points last 
January, ICICI Prudential MF’s AUM 
had hit a staggering Rs 64,045 
crore—a lead of a little over Rs 
20,000 crore over HDFC MF. In 
fact, HDFC MF was relegated to 
#4, with Reliance MF and UTI MF 
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squeezing past it. 

But that was then. With the 
stock market 60 per cent off its 
peak, the top 4 of the deck have 
got reshuffled. Leading the pack is 
Reliance MF. But the more spec- 
tacular story is how the # 4 
player —and one of the coun- 
try's most conservative fund 
houses—HDFC Mutual has moved 
up into second position. In fact, 
over the last six months, HDFC 


we will launch by the middle of 
the next calendar year," adds 
Nayak. The game plan is to lever- 


— age the bank's customer base and 


its strong brand and distribution 

network. The bank is also in the 

process of firming up a joint ven- 
ture with N.M. Rothschild for pri- 
vate banking. “Rothschild has a huge 
amount of experience in managing 
wealth. We, at Axis, will be the front 
end and the asset management will 
be done by Rothschild,” says Nayak. 

All these operations should rub 
off on Axis Bank’s valuations once 
the markets look up. By then, of 
course, it may have already become 
a challenger for the second slot in 
private banking. 


MF’s AUM has never plunged be- 
low that of ICICI Pru. 

Clearly, caution in bullish times 
would seem like looking a gift 
horse in the mouth. But its strate- 
gic value is immense when the go- 
ing gets tough. HDFC MF stayed 
away from launching too many 
new schemes to boost its AUM as 
small investors tend to subscribe 
for new so-called innovative 
schemes at par rather than in- 
vesting in well-performing existing 
schemes. ICICI MF today services 78 
more schemes than HDFC MF. “We 
followed a strategy of launching 
only one equity scheme a year," 
says a top official of HDFC MF. HDFC 
MF also scores over its rivals on 
the profitability parameter. Profits 
stood at Rs 117 crore last year, as 
against ICICI Pru's Rs 82 crore. The 
reluctance to run after assets has 
helped here too, with distribution 
expenses being reined in. Chasing 
growth works in the good times, 
but pursuing profitable growth 
works all the time. 8 
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With another coalition a certainty, it's time to discount party 
philosophy as pointers to the reforms. Expect convenience, not 
conviction, to dictate the economic agenda. suatinis. pacar 

















AST JULY, WHEN THE AIR 
was thick with political 
posturing in the run-up 
to the trust vote on the 
nuclear deal, Uttar 
Pradesh Chief Minister Mayawati 


the press corps present in full force, 
the Dalit leader read out a prepared 
statement on the deal and then 
decided to field some questions. 
One query related to her strategy 
for solving India's emerging power 


Minister in the wake of her stance on 
the nuclear deal. *My strategy," said 
Mayawati, pausing dramatically, “I 
will tell you when I become the PM." 
Her comment drew immediate 
applause from the audience. 


called a rare press conference. With crisis should she become Prime Mayawati—seen as one of the 


THE LIKELY SCENARIOS 


Who jumps into bed with whom will have a big impact on the economic landscape after the elections. 


UPA-II NDA-II 


@ A dominant Congress may do 
better than it did under UPA 


@ Its inability to form cohesive 
coalitions could hurt performance 





@ A marriage with the Left will 
put the brakes on key reforms 


@ It will also be tentative on bold 
administrative or PSU reforms 
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contenders for the top post—is not 
alone in her ambiguity (deliberate or 
otherwise) on key economic 
policies. Many of her colleagues, 
especially from the regional parties, 
follow the same principle. Yet, they 
are the ones who could end up 
controlling the economic destiny 
of the country and threaten to turn 
policy-making rudderless. 

This is because national political 
parties, who bank on the logic of 
coalition politics to come to power 
at the Centre, are seldom able to 
implement the lofty manifestoes 
that they brandish during election 
time. The last 15 years, in fact, 
represent an era less of economic 
policies of conviction and more of 
politics of convenience. 

Take a peek at what the last 
three governments were able to 
achieve and this becomes clearer. 
The Congress-led UPA government 
that held sway since 2004 has been 
unable to implement any significant 
economic policy in the last five years 
and partly blames the Left for its 
inaction. The Bj»-led NDA did 
better—but it too had a stop-and- 
start approach to reforms for which 
it blamed its coalition partners. The 
United Front government before 
the NDA showed some reformist zeal, 
but lost support of the Congress be- 
fore it could do much. 

This trend is grim news for 
India's post-election economic 
future. If the economy ever needed 
a boost from sound economic 
policies, it is now more than ever. 


@ Astrong BJP will push for 
greater market reforms 


@ May not be able to push 
privatisation hard, initially 


@ Cannot be fiscally conser- 
vative during the slowdown 


@ Will want to spur FDI but 
global liquidity has dried up 
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“The party could consider a 


Brazilian-style direct cash transfer 


to poor families” 


M. Veerappa Moily/ Senior Leader/ Congress 


Sanjeev Sanyal, Economic 
Advisor to Deutsche Bank and 
Adjunct Research Fellow at the 
Institute of Policy Studies, 
Singapore, says that what is ur- 
gently needed in India now are 
structural reforms rather than mere 
opening up of sectors. “The next 
generation of reforms is not about 
liberalisation. Most of that finished 
by the time the UPA came to power. 
The next generation of reforms is 
about governance. It is about 
building institutions appropriate to 
making the next generation of 


UF 





reforms work,” says Sanyal. 
Another key factor: India is an in- 
creasingly young and rapidly 
urbanising country. The urban 
population is expected to rise to 32 
per cent of the total by 2021, up 
from 27 per cent in 2001. “Today 
we have reached a point where the 
urban electorate does not vote on the 
basis of caste and other such fac- 
tors. They are voting on the basis of 
goods and services received from 
the state," says Vinayak Chatterjee, 
Chairman, Feedback Ventures. 
Ramesh Ramanathan, key 


@ A coalition of many will lead 
to no consensus on policies 


. @ Champions and detractors 


of reform will emerge 





@ Reforms will be sporadic in 
the absence of a coherent plan 





@ The presence or absence of 
the Left will have a major impact 
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architect and campaign coordinator 
of the Bangalore-based Janaagraha, 
an NGO, says that, given India's rapid 
urbanisation, *any new government 
will have to focus on modern India's 
urban problems which have impli- 
cations on virtually every front." 
Janaagraha is also involved in the 
Jaago Re campaign, urging urban 
youngsters to vote. This is also the 
constituency which is most affected 
by the economic downturn. 

So, what prescriptions are the 
main political parties promising in 
order to alleviate India's current 
economic woes? All India Congress 
Committee General Secretary M. 
Veerappa Moily, who is also the 
Chairman of the Administrative 
Reforms Commission, told gr: *The 
party could well consider a 
Brazilian-style conditional direct 
cash transfer (Bolsa Familia) to poor 
families." He also hinted at an af- 
firmative action plan much like that 
in the us. Though, while affirmative 
action in the US means absence of 
discrimination, in India it enforces 
positive discrimination. 

On the other hand, Yashwant 
Sinha, the former NDA finance min- 
ister, was clear that the BJP would 
push for better delivery of existing 
schemes through a national identity 
card for all citizens. As for mega 
infrastructure projects, the party 
would promote inter-linking of 
rivers. "What we need is systemic 
change. The old order will not de- 
liver. During the last five years, the 
UPA government has shown no 
strength or will to make those rad- 
ical departures," says Sinha. Moily 
contends that the NDA is simply a 
better self-marketer. 





than throwing up any broad policy." 

On contentious labour reforms, 
he adds: *How labour productivity 
can be increased can be discussed, 
but you cannot pre-decide that there 
should be no protection, more so in 
our context because we have a very 
weak social safety net." 

Regional parties complicate the 


"The UPA government has shown 
no will to make radical departures” 


Yashwant Sinha/ Senior Leader/ Bharatiya Janata Party 


The Left, though unlikely to 
perform better than its current 
strength in Parliament, may have 
a say in policy-making if a Third 
Front government comes to power. 
The Left remains steadfast on higher 
taxes and higher government spend- 
ing on social sectors, but interest- 
ingly, its rhetoric on contentious 
issues has become more calibrated. 
CPI(M) leader Nilotpal Basu, on the 
issue of foreign direct investment 
says, "We are not opposed to FDI 
per se. At the same time, one has to 
see the necessity. We will have to 
see on a case-by-case basis rather 





"We are not opposed to FDI 
per se. At the same time, one 
has to see the necessity" 
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Nilotpal Basu / Senior Leader/ CPI(M) 


political landscape significantly, 
although Pratap Bhanu Mehta, 
President and Chief Executive, 
Centre for Policy Research, believes 
in being optimistic. *The advantage 
of these parties having a lot of say 
is that they are interested in a 
narrow set of issues. But they do not 
have a wide range of ideological 
issues. The optimistic scenario is 
that regional parties are open books 
on 80 per cent of the reforms that 
matter if they get their pound 
of flesh. That is premised on 
somebody being able to negotiate 
with them. These are hard 
bargains,” he says. 

Though things could change 
dramatically in the weeks to come, 
right now it seems that both the 
Congress and the BJP will most 
probably see their headcount in 
Parliament shrink further. The Left 
Front, Mayawati’s Bahujan Samaj 
Party and Mulayam Singh Yadav's 
Samajwadi Party will be unable to 
lead the Centre alone. Therefore, 
what is more likely is a ragtag 
coalition of regional parties at the 
Centre with outside support from a 
national player, the BJP or Congress 
at the Centre, supported by 
coalitional allies. 

If the past is any indication of 
how the future will play out, none 
of the above outcomes bodes well 
for decisive economic policy making 
in India post the elections. 8 
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Any location becomes a productive office with the right 
equipment. Like Kyocera copiers, printers and Multi-Function 
Printers with ECOSYS* proprietary technology that delivers higher 
performance with longer maintenance cycles. Our eco-friendly 
technology also reduces replacement parts and waste while 
Increasing recyclable components. Kyocera technology absolutely 
delivers on every factor to minimize your Total Cost of Ownership. 
And that's the bottom line for any office, wherever it may be. 


* Kyocera's acclaimed concept of environmentally-friendly products 
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2007 highly prestigious 2007 KM-8030 awarded 2005, 2006, 2007 and 2008 
5 star "EXCEPTIONAL" "Highly Reliable" in voted "Editor's Choice" in leading guide 
award by end-users survey. 2,000,000-impression durability test for office equipment 


For additional information, please contact: 


KYOCERA MITA India Private Limited 
First Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon,India 


Tel:0124-4671000 Fax:0124-4671001 


Ashok Leyland employees in 
happier times: Cost savings 
have al 


Navs been a mantra 


NY CUSTOMER CAN 
have a car painted 
in any colour that 
he wants so long 
as it is black," thu- 
ndered Henry 
Ford, the father 
of the assembly line in the early 
1900s. The car he was referring to 
was, of course, the best-selling 
Model T, the world's first afford- 
able car. He did make Model Ts in 
different colours, but back home, 
most Indian auto manufacturers 
must be wishing that they could 
take a leaf out of Ford's book. After 
all, sticking to black would ensure 
that they save costs on paints of 
other hues; and another view is 
that black paint dries faster, so you 


can roll out more vehicles. 

At a time when demand has 
shrunk, however, increasing pro- 
duction is hardly a priority for the 
Indian auto sector. But getting more 
productive certainly is. Data from 
industry body, Society of Indian 
Automobile Manufacturers (SIAM), 
shows that since 2002-03, the sales 
of all automobiles has risen 13-16 
per cent every year, except in 
2007-08, when sales fell 4 per cent 
in volume terms, primarily because 
two-wheeler sales crashed, even as 
cars and trucks did show growth. In 
the current year, however, the 
plunge has been across the board, 
with sales volumes (till January) 
down an overall 4.3 per cent. 

Automobiles is a cyclical ind- 





ustry; the last downturn came in 
2000-01, although a silver lining at 
the time was exports. Today, it's a 
double whammy: Global demand 
has slumped thanks to a global liq- 
uidity crunch and an increase in 
financing costs. For auto makers, 
there's little option but to embark 
on a ruthless cost-cutting drive and 
squeeze out efficiencies from every 
rupee spent to stay competitive. 
No stone—not even small ones— 
are being left unturned: Carpooling 
is being encouraged, train travel 
made compulsory, air travel res- 
tricted, hiring of high-end taxis 
stopped; and a few have also 
stopped handing out snack packets 
on the shop floor. 

It’s a grim situation out there, 





with Tata Motors' highest ever 
quarterly loss of Rs 263 crore 
for the quarter ended December 
2008 being the biggest manifes- 
tation of the rough road. The 
Rs 6,300-crore commercial veh- 
icle giant has recognised the grav- 
ity of the downturn and aims to 
shave Rs 1,000 crore off its pro- 
duction costs over three years. 
It is also seeking to reduce the 
total time of manufacturing by 
changing some processes and inv- 
olving vendors at the design and 
development stage in a bid to 
cut time and costs. 


Rude Reminder 
Pawan Goenka, President 
(Automotives) at Mahindra & 





AS DEMAND SLOWS DOWN AND PROFITABILITY TAKES 
A HIT, INDIA S AUTOMOBILE COMPANIES ARE PULLING 
OUT EVERY TRICK FROM THE COST-CUTTING BOOK— 
AND A FEW FROM OUTSIDE—TO STAY ON THE ROAD. 


RACHNA M. KOPPIKAR 


NO MORE FREE 
LUNGHES 


How auto makers are getting into shape. 


f Laying off temporary workers 
by the thousands. 





@ Resorting to block closures of plants, 
with workers getting partly paid during 
these closures. 





f Capital expenditure is being 
postponed. 





fP Heads of business groups given stiff 
revenue expense reduction targets. 





f Carpooling encouraged, up to mid- 
levels; train travel made mandatory 
wherever possible; air travel (economy 
class) only for above GM levels. 





f Snack packets to employees stopped: 


at one ancillary company this is expected 


to result in cost savings of Rs 2 lakh 
per month; free lunches also stopped. 


Mahindra (M&M), shrugs that 
the industry needs such a rude 
reminder every 7-8 years to help 
bring cost-consciousness back 
into focus. *Efforts taken now 
will remain with us for the next 
few years even when the indus- 
try gets into a high-growth phase 
again," he explains. According to 
IDFC SSKI's monthly auto update, 
M&M has sold 84,000 utility 
vehicles in 2008-09 (till 
January)—3 per cent lower than 
a year ago. Whilst the company 
has a capital expenditure pro- 
gramme of Rs 5,000 crore over 
three vears, it could look to 
bring this down by 10 per cent, 
mainly by economising on future 
production processes and post- 
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TATA MOTORS 


EXPECTED COST SAVINGS 
Rs 1,000 crore over three years 
THE NUTS & BOLTS 


€ Production Costs 

Several process improvements initiated 
to increase productivity. 

Vendor involvement at early stage for 
better design and total cost reduction. 





©) Administrative Costs 


Minimise travel costs and optimise the 
usage of the company's transit flats. 


"t Employee Costs 


During plant shutdowns, employees 
given salary for 50 per cent of working 
days and the balance adjusted as leave. 


poning some of the capex plans. It 
has also been able to snip fixed 
costs by 10 per cent with measures 
such as curtailing air travel, shifting 
excess officers from one plant to 
another and lowering inventory lev- 
els to five-year lows. Opportunities 
for outsourcing are also being exp- 
lored. For instance, for future inv- 
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estments, M&M may outsource the 
process of stamping of steel sheets 
into the mould of a car to third- 
party vendors. 

Other auto majors are also cut- 
ting back. Ashok Leyland, the 
Chennai-based truck manufacturer 
that has seen a 30 per cent drop 
in sales so far in 2008-09 and an 
erosion in operating profit margins 
during the third quarter, has low- 
ered the estimate of its investments 
for the next three years—from 
Rs 3,300 crore to Rs 2,000 crore. 
Says R. Seshasayee, Managing 
Director, Ashok Leyland: "It's quite 
useful to get back to basics of cash 
management in times of crisis." The 
company's 12,000 employees, inc- 
luding the top management, have 
taken a voluntary cut of 5 per cent 
in the monthly fixed component 
of the salary. A similar austerity 
drive is underway at the world's 
largest forgings company, Bharat 
Forge. Baba Kalyani, Chairman & 
Managing Director, has taken a 
20 per cent cut in his salary, which, 
according to company disclosures, 
stood at Rs 5.7 crore as on March 
31, 2008. So assuming that the cut 
is on last year's salary, that's a 
straight saving of Rs 1.14 crore! 

Such high-level haircuts are being 
accompanied by prudent trimming 
of production costs. Ashok Leyland, 
for instance, has speeded up the 
process of giving clearances to emp- 
loyees’ value-engineering ideas. 
These include redesign, judiciously 
substituting forgings with castings 
(which are more cost-effective) and 
sheet steel with plastics. 

Maruti Suzuki, the country’s 
largest passenger car manufacturer, 
says similar cost-saving ideas from 
more than 1 lakh employees have 
helped the company save Rs 50 
crore so far in 2008-09. “We have 
an internal target of bringing down 
our production cost by 5 per cent 
every year and so far, we have 
achieved the target (this year),” 
says M.M. Singh, Managing 
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BHARAT FORGE 


EXPECTED COST SAVINGS 
Not Available 
THE NUTS & BOLTS 


Production Costs 

Rationalisation of production facilities 
within the plant as well as across locations. 
Reduction in outsourcing of processes. 





© Administrative Costs 


internal deadlines and targets laid 

out for reducing working capital. 
Frozen discretionary expenditure such 
as seminars, conferences, 
advertisements and consultants. 


# Employee Costs 


9-20 per cent reduction in salary across 
the board, right up to the Chairman. 


Executive Officer (Production), 
Maruti Suzuki. The company has 
adopted a *one gram-one compo- 
nent" philosophy from its Japanese 
partner Suzuki, whereby shop floor 
employees attempt to reduce the 
size of each component of the car 
without compromising on its 
functionality. 
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At Edelweiss, we believe experience and expertise will always stand you in good stead. 


A presence across business verticals that spans diverse asset classes. The ability to utilize 
experiences across market cycles. A unique research platform that brings clarity in 
thought and action. Timely and flawless execution of incisive strategies. At Edelweiss, we 
bring together these strengths to deliver fresh solutions that meet your financial goals. 


So with Edelweiss, always say... 


Now | Can 


o Edelweiss 


Ideas create, values protect 


Investment Banking | Brokerage Services | Asset Management | Loans 


Mail info@edelcap.com Call 1 800 1023335 Visit www edelcap.com 
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CAPEX REDUCTION 
Rs 500 crore over three years 


THE NUTS & BOLTS 


@ Production Costs 
May outsource some operations. 


Reduced capex outlay by 10 per cent 
over the next three years. 


Will shift excess officers from one 
plant to another. 








Administrative Costs 

=Œ Number of trips made by senior 
« management brought down by 
65 per cent. 


Fixed costs brought down by 
10 per cent. 


Targets given to functional heads 
to reduce revenue expenses by 
10-20 per cent. 


Employee Costs 


m Employees not allowed to carry 
forward privilege leave. 


Fresh recruitments curtailed. Unfilled 
positions to be re-approved. 


Bajaj Auto aims to bring down 
freight and packaging costs for exp- 
orted vehicles by 20 per cent by 
the end of 2008-09 by packing two 
vehicles together and using railways 
instead of road transport. S. Sridhar, 
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CEO for the two-wheeler segment at 
Bajaj Auto, claims that since the 
company brought down its list of 
suppliers and gave voluntary ret- 
irement to around 3,000 employees 
a few years ago, it doesn't really 
have to resort to drastic measures— 
not yet, at least. 


Trying to Improvise 

Some like Ashok Leyland are util- 
ising this time to study movement of 
employees across the shop floor 
and trying to improvise on their 
flow of work so that overall pro- 
ductivity increases. For instance, at 
one of the units in its Hosur plant in 
Tamil Nadu, managers noted that 
dash panels were being manually 
removed to be placed on a pallet. 
The company was quick to shift to 
an automated system for this pur- 
pose. This has helped improve pro- 
ductivity by 41 per cent for that 
task. The company has implemented 
more than 1,500 such ideas gener- 
ated by employees. 

Suppliers of auto components, 
too, are moving towards adopt- 
ing leaner cost structures. Delhi- 
based Subros, the largest manu- 
facturer of car air-conditioning 
systems, is, in addition to reducing 
expenditure on travelling and adv- 
ertising, trying out value- 
engineering ideas to bring down 
production cost. “After consulta- 
tion with our auto clients, we have 
changed our sourcing strategy by 
shifting import procurement from 
Japan to other Asian countries," 
explains Vice President Pawan 
Sabharwal. On the shop floor, the 
company has reduced manual int- 
ervention in certain operations 
and employees are being trained to 
operate several machines instead of 
just one kind of machine. 

Indeed, many of the belt- 
tightening measures being adopted 
by the auto sector may seem ext- 
reme—like lights being switched 
off daily for at least 30 minutes 
in each department or switching 
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ASHOK LEYLAND GROUP 


APEX REDUCTION 


Rs 1,300 crore over three years 
THE NUTS & BOLTS 


Production Costs 


Workstations at new production lines 
have been designed in a way to improve 
employee efficiency. Use of techniques 
like Effort and Ergonomic Index (EEI). 


Speed up clearance of ideas of employees 
on value-engineering concepts. 





© Administrative Costs 


Encourage carpooling by senior 
employees. 

Reduced discretionary expenditure 

by deferment of replacements/ repairs, 
advertisements and travel. 


4@ Employee Costs 

Voluntary salary cuts from CEO to lowest 
level executives. Aim is to reduce wage 
bill by 20 per cent in the current fiscal. 


Reduced working days at the plant 
from six to three. 


off air-conditioners and lights dur- 
ing lunch hours or extra varieties of 
lunch being cut or snack packets 
being stopped for shop floor work- 
ers. These may seem small cuts but 
they all add up—especially when 
you're operating on an employee 
base of tens of thousands. 8 
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Getting to work on time or effortlessly reaching extraordinary heights 
is easy with Hitachi's monorails, escalators and elevators. 


With several decades of experience, Hitachi's Transport Systems and 
Industrial Infrastructures are regarded as one of the most advanced in 
the world. Designed to be safe, reliable and environmentally friendly, 
these systems fulfil the quest of one of Japan's leading companies 
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- to touch lives in more ways than one with advanced technologies. 
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FRIENDLY TECHNOLOGY 
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see how Hitachi's technologies are improving lives, log on to www.hitachi.co.in 
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UKESH AMBANI AND 
Kishore Biyani almost 
became partners in 
retail a few years ago. 
Talks between the two 
stalwarts did not progress, or the 
retail landscape in India would have 
been a lot different. While Biyani's 
Pantaloon wanted Reliance to be 
a financial investor, Ambani was 
looking for a more active play. In 
fact, Reliance Retail had even 
looked at Subhiksha at its peak. 

But with this opportunity for 
collaboration between top players 
gone abegging, Reliance Retail had 
a more prosaic start. After Reliance 
Infocomm went to brother Anil 
Ambani, Reliance Industries 
Chairman Mukesh Ambani handed 
over the retail project to his trusted 
lieutenant, Manoj Modi, who had 
handled Infocomm before. They 
drew up a $5-billion national rollout 
plan, befitting a leviathan like 
Reliance. But it first ran into 
political storms in some states and 
then came the economic doldrums. 
Today, the Reliance Retail team is 
re-jigging its plan as it factors in 
an expected economic slowdown 
of 18 months. 

As the year began, there was 
talk that Reliance Retail had shut 
scores of stores and sacked thou- 
sands. Reliance is quick to deny 
the scale—just 20 stores being 
closed and only 500-600 people 





Mukesh Ambani's ambitious retail rollout has a long way to go, with just Rs 1,000 crore of 
the Rs 25,000 crore earmarked for the project being utilised in the past two years. The 
economic slowdown has set Reliance Retail back—by at least 18 months—but the good 
news is that it seems to be getting its strategy right at the mass end. sUMAN LAYAK 
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TWO YEARS Mm GOALS FOR 

EARLY 2009 

Number of stores planned: 2,000 

Area to be covered: 3.5 million 
sq. feet 

Investment planned for Rs 25,000 | 

first five years: crore 

Number of stores being 60 a 


opened at peak of expansion: month 
Cities to be present in: 100 


shed, it says—even as it admitted to 
a mid-course correction. 


Course Correction 
So, how is Reliance making use of 
the downturn? First, the talk of 
store closures is helping it spook 
landlords into negotiating lower 
rentals, as most stores approach the 
18-month lock-in period of their 
three-year contracts. Then, the 
company is "right-sizing" its retail 
formats—mostly shrinking, some- 
times expanding—to save money 
on rentals and development costs. 

When Reliance Retail was lau- 
nched, each hypermarket was to 
have occupied 1.6 lakh sq. ft. Now, 
this format has been shrunk to 
50,000-80,000 sq. ft. The change 
has been effected at Ahmedabad, 
where the hypermart is now 80,000 
sq. ft, instead of the planned 
1.65 lakh sq. ft. 

With a development cost of 
Rs 2,000 per sq. ft, the company is 
estimated to have saved around 
Rs 190 crore by scaling down its 
hypermarkets in the last nine months. 

Reliance Timeout, a book and 
music speciality store planned with 
25,000 sq. ft, has come down to 
12,000 sq. ft. So have many other 
formats, but Reliance says some of 
them have been actually expanded, 
based on customer research. 

Thus, Reliance Fresh, the neigh- 
bourhood store chain promising 


THE CURRENT STATUS 
Total number of stores: Roughly 900 
Area covered 4.2 million 
sq. feet 
Investment made so far: Rs 1,000 
a Crore 
Number of stores 20a 
being opened: month 


Cities present in: 


fresh fruits and vegetables, which 
was launched with a 2,500 sq. ft 
template, has become bigger, based 
on customer feedback. 

"Fresh now carries, in addition 


to fruit and vegetables, grocery, | 


bakery, dairy, personal care, clean- 
ing, kitchen essentials and some 
impulse items as well," says Raghu 
Pillai, President and Chief Executive 
Officer (Strategy and Operations), 
Reliance Retail. 

Rightsizing has spread to inv- 
entories. Reliance has told all man- 
agers to ensure that inventories are 
turned around every month, and 
that the value of the inventory 
should not be more than 1/12* of 
the total annual revenues. 

Against its plan to acquire land 
for 65 distribution centres, it has 
stopped at 30. Says Pillai: *We feel 
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that the current macro-economic 


scenario should ease in around 12- 
18 months. We will continue to ex- 
pand, but in a steady and cautious 
manner. We are still aiming at our 
original goals, albeit with a possible 
delay...." It had planned to invest 
Rs 25,000 crore over five years. So 
far, only Rs 1,000 crore has been 
sunk in—it’s still just the beginning. 


Is Money a Worry? 

Reliance Retail has no worries on 
the cash front. Although parent 
Reliance Industries saw sales drop in 
the third quarter, it continues to 








Reliance Fresh alone 


Hypermart 12 
Others Breakup not available 
and single brand 
joint ventures 
Most of it has been at the value end. 
| Value 
offerings 
Rel. Fresh Neighbourhood grocery 
. Rel. Super Minimart 
Rel. Mart ` Hypermarket 
Rel. Wellness Health and medicines 
Delite Non-vegetarian food 
| Speciality 
formats 
Rel. Digital Consumer durables 
and infotech 
Rel. Trends Apparels, accessories 
and luggage 
Rel. iStore JV with Apple 
Rel. Footprint ^ Footwear 
Rel. Jewels Jewellery 
Rel. Timeout — Books, music, stationery 
Rel. Autozone Car and bike accessories 
Rel. Living 
Homeware — Household utilities 
Rel. Living 
Furnishings Home furnishings — 
Vision Express JV with Pearle Europe 
| for eyewear 
. Rel. Living Speciality 
Home Kitchen — store for home kitchens 
Rel. Living Furniture 
Furniture 
. Marks & Spencers Apparels JV 
Office Depot B2B JV for office 
stationery 





In addition, IVs Diesel SP and Hamleys PLC are set to launch 
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"We will continue to expand.... We are 
still aiming at our original goals, albeit 
with a possible delay” 


Raghu Pillai 
President & CEO, Reliance Retail 
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"Demand is still growing in the value 


segment. Segments like home or 
electronics are growing at 2-3 per cent" 


Kishore Biyani 


| MD, Pantaloon Retail 


BATTLING (MIS)PERCEPTIONS 


Reliance Retail officials deny many of the rumours circulating in the market. 


RUMOUR 


Has sacked over 4,000 
employees 


The company is shutting 
down stores - 


The company is reeling 
under losses 


The company is keen for an 
injection of FDI 


rake in huge profits each quarter 
(latest net after tax: Rs 3,501 crore). 
Nor is it in a hurry to get foreign 
direct investment (FDI) in multi- 
brand retail. The company has a 
slew of 50:50 ventures for single- 
brand retail and does not want to 
give a stake of over half to FDI. 

All the same, Reliance is tracking 
the government thinking on FDI. It 
has two officials in the Rajya 
Sabha—Parimal Nathwani, Group 
President for Corporate Affairs at 
Reliance Industries, and Y.P. Trivedi, 
Non-executive Director—who are 
also in the Standing Committee for 
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DEFENCE 


The figure isn't more than 600 out of 
24,000 people 


Only 20 out of 900 stores shuttered; | 
another 40-50 resized or relocated 


75 per cent of the stores have 
reached breakeven 


Cash flows comfortable to fund 
projects; not keen on a foreign partner 


the Union Ministry of Commerce 
and the Sub-committee on Industrial 
Policy and Promotion that relates to 
FDI. But the FDI scene has damp- 
ened considerably. Says KPMG's 
Executive Director, Narayan 
Ramaswamy: “Today, more than 
the impediment of regulation, the 
quantity of FDI willing to come is 
becoming thinner.” 

Sanjay Sakhuja, CEO-designate 
of Ambit Corporate Finance, an 
investment bank, says: “The easy 
availability of capital and funds had 
fuelled the retail boom in India. But 
now, with both of them falling away, 


MIHSOVN HSILYS 


companies that are not adequately 
capitalised will face trouble.” 
Reliance Retail still wants to go 
public before it spends all the 
Rs 25,000 crore the parent has 
allocated to it. “We will continue to 
de-risk our business model during 
this downturn. It is too early in our 
lifecycle to go public,” says Pillai. 


Competition Speak 
Retail players nationally are taking 
stock of the downturn. With some, 
like Subhiksha, the effect has been 
shattering. Others claim they are 
unaffected. The doyen of Indian 
retail, Kishore Biyani of Pantaloon 
Retail, told gr: “I am happy to talk 
to you because I have no bad news 
to share. Demand is still growing in 
the value segment. In segments like 
home or electronics, we are seeing 
an almost stagnant or 2-3 per cent 
growth. Credit is still available to us, 
but interest rates are hurting." He 
says that there have been no layoffs. 
Samar Shekhawat, VP (Marketing), 
Spencer’s, the RP Goenka retail 
chain that had also been on a fre- 
netic expansion spree, says: “Yes, we 
have shut down 55 stores. But we 
are opening new ones, too. We 
plan to open 25 large stores and 
around 50 neighbourhood stores." 
So, is Reliance on the lookout 
for acquisitions? It is—but does not 
seem too keen. *Why acquire when 
we can very easily expand on our 
own?" Pillai asks. *The current 
slowdown has made the internal 
expansion option even more viable, 
especially with reducing costs and 
increased availability for store lo- 
cations." Indications are that a lot of 
retail companies globally are talking 
to Reliance for a possible buyout— 
but right now the appetite for 
adventurous inorganic growth is 
lacking at its headquarters in 
Mumbai. The message from Manoj 
Modi's office is surely one of cau- 
tion—to seek efficiencies during 
the lull and emerge stronger at the 
beginning of the next boom. I 
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Protect or Perish 





Grant stopped McDowell from using its 
distinctive stag and thistle logo on its bottles 


NEW INTELLECTUAI 
awakening is one 
way to describe it. 
In the last five years, 
Indian firms have 
begun to realise 
that they simply 
cannot ignore issues 
surrounding the 
intellectual property 
rights (IPR) related to their firm. 
Across industries that range from 
Bollywood to pharmaceuticals, com- 
panies are contesting copyright, 
trademark or patent infringement 
issues in Indian courts like never 
before. “We have always been a 
creative country, but along with IP 
awareness, there is now a passion to 
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own and possess our own IP,” says 
Pravin Anand, Managing Partner, 
Anand & Anand. 

In today’s ultra-competitive, 
globalised corporate environment, a 
firm’s failure to adopt a compre- 
hensive IPR strategy could prove to 
be a costly omission, either because 
its own brand or product can be 
infringed upon or that it might 
unknowingly launch a product or 
an idea already conceived and 
copyrighted by someone else. 

Equally important is the 
acknowledgement that an IPR 
strategy could be a crucial 
competitive tool for businesses to- 
day. “IP provides that edge, that 
innovative thrust required so much 


Ram Gopal Varma had t 
his remake's title after being sued by the Sippys. 
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drop “Sholay” from 


in these competitive times to pos- 
sibly try to stay neck and neck, if 
not ahead of the competition,” says 
Rahul Chaudhry, Partner, Lall 
Lahiri & Salhotra. 

How so? An IPR strategy that 
includes a well-recognised brand 
or lucrative patent owned by the 
company can significantly boost 
revenues and profits. Moreover, 
for firms trying to raise money in 
the financial markets, the number 
and quality of intellectual property 
rights that the firm owns can 
dramatically enhance its valuations, 
say industry experts. 

For companies like Bharti Airtel, 
whose corporate mission rests on 
the strength of its brand, issues 


In businesses, big or small, ranging from manufacturing to 
music, the fight for intellectual property is getting intense. 
Neglect it and you could be out of business. svi ranne 





Warner Brothers unsuccessfully sued the makers Bayer was successful in stopping Cipla from 


of Hari Puttar for infringing on "Harry Potter" 


surrounding intellectual property 
are taken very seriously. “IP counsel 
is sought in almost all marketing 
activity that's undertaken today by 
most companies. This is to not just 
prevent the brand from being mis- 
used. Care also has to be exercised 
that marketers do not infringe upon 
one another," says Sanjay Gupta, 
Chief Marketing Officer, Bharti 
Airtel. This philosophy has even 
percolated down to smaller firms 
anxious to remain in complete con- 
trol of their brand identity. Luxor 
Writing Instruments, a Rs 300-crore 
business, which owns the rights for 
Parker and Pilot in addition to its 
own brand, is extremely vigilant on 
IP issues concerning their business: 


“We have registered our trademark 
'Luxor' in 126 countries and have 
been active on IP front for the last 15 
years," says Puja Jain, Executive 
Director, Luxor Group. 

Enhanced awareness of IPR has 
resulted in a plethora of cases of 
wide ranging variety (see Case Files) 
being battled out in Indian courts. 
India has seen a complex range of 
issues dealing with trademark, 
geographical indications, copyrights, 
trade secrets and patents, and top 
law firms admit that trademark 
infringement cases are fairly 
frequent and an aware firm usually 
tends to file at least 50 in a year. 

These cases reflect the changing 
economic environment in India, 


marketing a generic version of its liver cancer drug 


where businesses are waking up to 
the fact that their content is now 
king, and should be safeguarded. 
For instance, music companies have 
demanded double the royalty 
payments that FM radio stations 
pay them, in a major lawsuit filed 
against them. They are also insisting 
that the channels treat sound 
recording rights and rights in mu- 
sical lyrics separately. 
Bollywood, more than most 
industries, has also been roiled by 
high profile cases that have brought 
both trademark and copyright issues 
into the public consciousness. 
Producer Ram Gopal Varma was 
intent on using the name “Sholay” 
in his re-make of the same 1975 


MARCH 22 2009 BUSINESS TODAY B5 


bt innovation 


epic but was effectively stopped 
from doing so by the Sippy family. 
He was forced to change the name 
to Ram Gopal Varma Ki Aag. In 
fact, Varma was even prevented 
from using the names of the char- 
acters—Gabbar, Jai, Veeru and 
Basanti—in his re-make. Earlier, 
Varma was also sued by another 
filmmaker for using the title 
Nisbabd, claiming that Varma had 
infringed on his own film that had 
the same title. The court ruled in 
favour of Varma, claiming that the 
plaintiff approached the court just as 
the film was about to be released, 
and was, therefore, too late. 
Adding a new twist to the IPR 
landscape is the era of uber 


CASE FILES 


William Grant v. McDowell & Co 
Grant, the maker of prestigious single 
malt label Glenfiddich contended that 
McDowell had been copying its label 
imprint featuring a stag, which had 
become uniquely associated with it, as 
well as a thistle device which indicated 
the origin of its product (Scotland). 
Verdict: The Delhi High Court granted an 
interim injunction restraining McDowell 
from dealing in alcoholic beverages 
marked “McDowell's Single Malt Whisky" 
and from using packaging that was in 
imitation of the Glenfiddich label. 


Sow 


Whirlpool Corp v. N.R. Dongre 
Whirlpool sued Dongre for using its 
name to sell products. An important 
question (in 1996) was whether 
Whirlpool could protect its trademark, 
when it was not present in the country. 
Verdict: The Court decided in favour of 
Whirlpool and banned the Indian firm from 
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entrepreneurship, fueled by the 
boom in Internet-centric companies. 
Take the case of Jayant Agarwalla, 
who had launched the online game 
Scrabulous on popular networking 
site Facebook and was sued by 
Mattel. Mattel maintained that 
Agarwalla had copied both the board 
game as well as the accompanying 
rules. Also, Scrabulous infringed on 
the name of their product, said the 
US-based toy company. This proved 
to be a unique case as it involved 
both a copyright issue (copying of 
the Scrabble board) as well as a 
trademark violation (the name 
Scrabulous). The court eventually 
decided that the board, which was a 


three dimensional article, was not 


using its name. It held that prior use 
of the Whirlpool trademark had a 
"spillover" effect in India. 


Time Inc. v. Lokesh 
Srivastava 

Time Magazine sued 
an indian magazine 
printed in Hindi for 
copying its distinc- 
tive red-bordered 
cover design. Plus, 
the magazine's title 
was "Sanskaran," a transliteration 

of the English word "Time." 

Verdict: The Court ruled in favour of 
Time, and in one of the first instances of 
its kind in India, awarded punitive as well 
as Compensatory damages. Total dam- 
ages awarded included compensatory 
damages of Rs 5 lakh plus punitive 
damages amounting to Rs 6 lakh. 


Warner Bros v. Harminder Kohli 







copyrightable and ruled in favour of 
Agarwalla. However, the court also 
found that Agarwalla’s Scrabulous 
was too close, phonetically and 
semantically, to Scrabble and he was 
disallowed from using the name. 
Perhaps the most contentious 
debates and legal disputes that have 
taken place so far are in the 
pharmaceutical industry. Here, big 
money is at stake as foreign 
pharmaceutical companies, anxious 
to avail of the Indian market as 
well as talent for their R&D efforts, 
are increasingly flocking to the 
country. However, they have also 
encountered companies such as 
Cipla, who regularly introduce 
generic—and far cheaper—versions 


IPR judgments that have pushed the envelope. 





(more likely to watch Hari 
Puttar) as well as someone 
from the educated elite (more 
likely to watch a Harry Potter 
movie) are unlikely to confuse 
the movies with each other. 
Warner Bros lost the case. 


| COPYRIGHTS 


Taj Television Ltd v. 
. Rajan Mandal 
' Taj TV alleged that cable operators 


were illegally broadcasting the football 
World Cup 2002 while it had sole 
telecast rights. 

Verdict: The Delhi High Court granted a 
"John Doe" type order for the first time, 
empowering a court-appointed commis- 
sioner to enter the premises of any cable 
operator illegally airing the World Cup. 

It soon allowed for a seizure of 
equipment from a cable operator in a 
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Warner Brothers contended that the Hindi ' similar, related case filed by Taj against 
movie Hari Puttar was a trademark rights : Channel Communication. 
infringement of its Harry Potter series. = : 


Verdict: Delhi HC ruled that despiteany — : Amar Nath Sehgal v. 
structural or phonetic similarities between ‘| Union of India 
the two titles, both an illiterate movie goer : Sculptor Amar Nath Sehgal claimed that 


of the foreign firms' drugs into the 
local market, and export them to 
countries like South Africa, which 
receive a large quantity of Cipla's 
HIV drugs. *What is at stake is the 
debate on one hand that India 
should be giving weight to a 


the sculpture commissioned by the 
Government of India was damaged 


considerably. This violated his moral rights. : 
. Bayer Corp v. Union of India 

| Bayer was granted a patent for Nexavar, 
a liver and kidney cancer drug. The firm 


as the author of the art work, he said. 
These rights of the author are recognised 
and protected under the Copyright Act. 
Verdict: The Delhi High Court, for the first 
time, awarded damages against the 
Government of India for violation of the 
moral rights of a famous sculptor. The 





PRAVIN ANAND 
Managing Partner, Anand & Anand 


"We have always been a 
creative country, but along 
with IP awareness, there is 
now a passion to own and 
possess our own IP" 





became aware that Cipla had also filed 
an application for approval to market 


» the same product in a generic version. 
' Bayer sued to stop Cipla from 


government was directed to pay Rs 5 lakh | 
| Verdict: The court directed the Drug 


to Sehgal and return the mural to him. 





Kanungo Media v. RGV Film 
Kanungo sued Ram Gopal Varma for 
infringing their rights of his own film also 
titled Nisshabd, which he claimed had 
won awards but had not been released 

in India. 

Verdict: A court held that Kanungo had 
lost his chance to contest by 
approaching it just as RGV's version was 
about to be released. 


marketing their drug. 


Controller General of India (DCGI) not to 
give marketing authorisation to Cipla. 


| The court appreciated the necessity of 
' protecting patent rights even if the 


impugned product was not in the 
Indian market. 


F. Hoffman La Roche v. Cipla 


| Roche filed a patent infringement suit 

. against Cipla after it locally lauched 

| Erlotinib (the generic version of Roche's 
i patented lung cancer drug Tarceva). 


Cipla filed a counter claim challenging 
Roche's patent. The pricing of Tarceva 





Tarceva’ 

Erlotinib 

150 mg 3 
30 film-coated tablets 
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development issue that seeks to 
offer medicines at affordable cost, 
and on the other that India should 
strictly adhere to the patent 
protection and preserve the cause of 
innovation," says a top attorney, 
who did not wish to be named. 
While that debate may not have 
a resolution anytime soon, what is a 
certainty, however, is the rash of 
lawsuits that have and will continue 
to take place in the industry, 
primarily over patent infringement. 
Much of the controversy rests on a 
provision known as Section 3 (d) of 
the Indian Patent Act that says that 
derivatives of a known substance 
are not considered worthy of a 
patent unless they enhance the 


, Came into focus as well as that it was not 
| manufactured locally. 


Verdict: In its interim order, the Delhi 


' High Court has allowed Cipla to continue 
| Selling its generic version. However, it 

' also directed Cipla to maintain accounts 
' of sales, which would be relevant to 

| Calculate damages to Roche, in case the 
' latter eventually wins the case. 


. BMS v. Hetero Drugs 


| Bristol Myers-Squibb (BMS) holds a 
' patent for Dasatinib in India. It sued 
' Hetero Drugs when it found that 

| Hetero was seeking marketing 

' approval for a generic version 


of Dasatinib. 

Verdict: The Delhi High Court in its 
interim order (ex parte) has directed 
DCGI not to give marketing or 
manufacturing approval to generic 
drugmakers for drugs that have 


' already been granted patents in India. 
| This has prevented Hetero from 

| manufacturing or selling its generic 

| version. This case is a score for 

' pro-patent groups. It also raises the 

| question: Can a linkage be made 


between India's Patent Office and 
the DCGI, which is mandated by the 
Drugs and Cosmetics Act to check 
only for safety and efficacy? 
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efficacy of that substance—done in 
order to prevent western drug com- 
panies from making superficial 
changes in the drug in order to ext- 
end the run of their expensive, 
blockbuster products. 

Amongst the most bitterly- 
fought cases was Novartis's attempts 
to patent its drug Gleevec in India, 
which was developed to treat 
chronic myeloid leukemia. Novartis 
says the drug met the standard since 
it allowed the body to absorb the 
drug 30 per cent faster. Indeed, 
Novartis won patents on Gleevec in 
nearly 40 countries. Nonetheless, 
India's patent office turned down 
the request in 2006. In 2007, 
Novartis also lost a case in the 
Madras High Court where it had 
tried to prove that Section 3 (d) 
was unconstitutional. The company 
had stressed that innovation will 
thrive only if patents reliably reward 
major investments in research. 

For all the iPR-related activity 
across the business landscape, the 
notion that IP is a topic that can 
only be discussed in corporate board 
rooms is being shed rapidly. Ever 





Under the Trade Related Intellectual 
Property Rights (TRIPS) Agreement, 
India decided to protect against 
“evergreening”—where new forms of a 
known substance are not granted patents. 


However, several pharma patents have 
been granted to new forms of known 
substances and combinations of old drugs. 


Many leading law firms are unwilling to 
take briefs from Indian companies. 
They prefer to work for multinationals. 


Very few Indian companies can afford 
the exorbitant cost of prolonged 
litigation. This leads to a 
denial of justice. 


D.G.Shah, Secretary 
General, Indian 
Pharmaceutical Alliance 








ç 
IPR MOVEMENT 


A sampling of recent developments. 


e if the Trade Marks Act is amended, 
companies can join the Madrid Protocol 
and speedily register trademarks 
globally 


@ AUS Bayh-Dole-type act, which is in 
the works, is expected to speed up 
commercialisation of inventions 


@ Efforts are on to create a digital library 
to record traditional knowledge like yoga 


@ Move to amend IT Act 2000 to 
protect information theft, online 
fraud. Also includes right to privacy 


e The Protection of Plant Varieties and 
Farmers' Rights Act, 2001 passed 


e CSIR is trying to monetise its patents 


since the opening of the 
Geographical Indications Registry 
in September 2003, a number of 
applications have been filed for the 
benefit of stakeholders such as 
artisans, craftsmen and farmers. The 








Counterpoint 


One of the major drawbacks of the new 
patent regime is the lack of effective 
product patent enforcement. 


A major issue is how the same 
government which grants patents to 
innovators gives marketing approval to 
generic equivalent of the same molecule. 


Patent enforcement should not be linked 
with “affordability” of medicines. 


Patent infringement does not help 
address the core issue of “access 
to affordable medicines”. 












Instead, it diverts attention 
from core healthcare issues, 
like healthcare delivery. 


Tapan Ray: Director General, 
Organisation of 

Pharmaceutical Producers 
of India 


poor man, after all, also has a stake 
in IP in India today. “The good news 
is that this evolving notion, if 
protected correctly, could help in 
the building of strong cottage 
industries and micro-industries in 
rural areas, which, in turn, could 
improve social and economic 
conditions,” says Latha R. Nair, 
Partner, K&S Partners. The message 
seems to be spreading. India has 
already registered Darjeeling Tea, 
Pochampalli saris, Ikkat fabric from 
Orissa and Aranmulla metal mirrors 
among many others. 

Moreover, hundreds of scientists 
and researchers from the Council of 
Scientific and Industrial Research 
(CSIR) and Union Health Ministry's 
Department of Ayush are coming 
together to create a digital data 
bank to document all known yogic 
postures and techniques. This 
initiative has been taken after Us- 
based, high-profile, yoga guru 
Bikram Choudhury decided to 
apply a patent for his form of “hot 
yoga.” The state of Kerala has 
already initiated a move to protect 
its traditional knowledge on the 
basis of which many people earn 
their livelihood. 

Not surprisingly, the latest 
World Intellectual Property 
Organisation Report suggests that 
there has been a rise in patent 
applications from the country, 
making it the third-largest patent 
applicant among developing 
countries across the world in 2008. 
But India is still a laggard when 
compared to China, which submit- 
ted 6,089 patents. “We are poor 
in patent applications for two 
reasons: One, of course, is the 
quality of work, the other is a 

lack of awareness. Among other 
things, many research organi- 
sations and individuals rush 
to publish their work, which 
automatically disqualifies 
them from filing patents,” 
says Calab Gabriel, Senior 
Partner, K&S Partners. 
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The Indian government, how- 
ever, has rushed to the rescue with 
various initiatives to improve the 
playing field. Science and Technology 
Minister Kapil Sibal recently 
announced the plan to introduce a 
new legislation along the lines of the 
Bayh-Dole Act of the us, which seeks 
to allow the transfer of exclusive 
control of many government-funded 
inventions to universities and 
businesses operating with federal 
contracts for the purpose of further 
development and commercialisation. 
They've probably realised that if 
Indians don't do it, someone else 
will. Already, global us fund 
Intellectual Ventures has entered 
India. It owns over 20,000 patents 
worldwide and is looking to shop 
for patents from the Indian Institute 
of Science, Bangalore and CSIR, 
among others. 

Another major development: A 
move towards open source drug 
discovery with a focus on neglected 
diseases spearheaded by csiR. 
“Usually, pharmaceutical companies 
invest in discovery only when they are 
sure of theirs returns on investment. 
TB, for instance, that affects mostly the 
poor from developing countries, is 
only a $300-million market—not an 
attractive business proposition,” 
says Samir Brahmachari, Director 
General, CSIR. 

So what lies ahead for corporate 
India? What will be the impact of 
India’s relatively recent patent 
regime? Will onerous patent 
requirements hobble the pharma in- 
dustry? Will there be repercussions 
from western nations? Will the legal 
system become clogged by an 
avalanche of frivolous copyright 
suits? None of these questions have 
clear answers. Suffice it to say, that 
the manner in which intellectual 
property rights evolve over the next 
decade—and the way in which 
Indian companies strategically man- 
age their properties—will play an 
increasingly important role in the 
success of their businesses. t 
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"INNOVATION IS NOT 
ABOUT IP ALONE" 


India has done a tightrope walk on the patents issue. So, 
where are we headed? Leading patent expert Shamnad 
Basheer, the Ministry of HRD Chair in Intellectual 
Property Law at the National University of Juridical 
Sciences, Kolkata, speaks about the need for plural voices. 





On why India needs a calibrated patent regime... 
Every country needs to calibrate pharma patent protection depending on its 
national priorities, since patents have the potential to impact access to drugs and 
public health. Section 3(d) in many ways seeks to balance the issue of innovation 
with public health, by restricting the grant of patents to only those substances 
that are truly "inventive". 


On why we should not look at patent debates through a pharmaceutical lens... 
Pharma patents are important, but we appear to be framing our entire iP/innova- 
tion debate around pharmaceuticals alone. Let's examine other sectors such as 
software, electronics and biotechnology and ask what policy norms need to be 
evolved to encourage more innovation in these sectors. 

In fact, innovation is not about intellectual property (IP) alone, but depends 
on a host of factors such as levels of skill/education, infrastructure, venture 
capital funding and the like. In other words, a mere strengthening of the patent 
regime would not enable Ranbaxy and Dr. Reddy's Laboratories to create new 
drugs. Perhaps the time is ripe to constitute another committee like the 
Ayyangar committee (appointed in 1957 to recommend patent law reforms) to 
determine what an optimal patent/innovation policy should look like. 

The government is taking steps; recently it unveiled the Innovation Act—a 
policy measure aimed at creating more "innovation zones". This comes close 
on the heels of CSIR's bold experiment to use open source norms to speed up 
biopharmaceutical drug discovery; a move that casts some doubt on the oft- 
repeated proposition that more innovation can only come with more patents. 


On why India should rethink its IP regime to cater to the informal sector... 
Creativity and innovation is not a prerogative of the rich. Rather, plenty of 
innovative/creative ideas come from the rural poor. We have to find ways to 
leverage the innovation potential of our villages and create wealth for them. 


On how to better protect our traditional knowledge... 

We must find innovative ways of leveraging our ancient wisdom/ traditional 
knowledge. Unfortunately, we have only had a reactive strategy, spending huge 
resources in foiling attempts by foreigners that sought to patent our traditional 
remedies, such as turmeric. 


On India's voice in IP jurisprudence... 

Our IP regimes were colonial bequests and it was not until 1970 that we crafted 
our own distinct patent regime, which is largely responsible for the success of 
our generic industry. More recently, we've crafted Section 3(d) to balance out 
innovation and public health imperatives. Early court judgments did rely 
extensively on British and American cases—but courts today are sensitive 

to the Indian milieu and are not merely following foreign precedents blindly. 
But there is still a long way to go. 
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India ร 
Hottest 


Start-ups 


4 
IS BUSINESS TODAY'S THIRD ANNUAL LISTING OF HOTTEST 
19 0 and, pretty much like the two previous lists 
in 2007 and 2008, this listing is also completely 


subjective. But we did not put the names of the companies—drawn by a host 
of venture capitalists, consultants and even our reporters—on a board and 
throw darts at them. Nope, we took a long hard look at all the names we got— 
and we got a lot—and we looked at how viable these businesses would be. So, 
while a company might have some great guys working for it and a solid idea, 
we looked at whether it would still be around by the time Business Today’s 20% 
annual list of Hottest Start-Ups comes about. 

Did we have any criteria? Yes, we did. All companies, save one, on our list are 
around three years old or younger. Though MeritNation is rather old, the company 
changed totally in 2007, keeping the old name but little else. The second is that the 
company has to be an “Indian” company: some nominations were great and did all 
their business in India but were registered abroad. 

The third criterion, as we explained, is survivability and that involves doing something new 
in India. Not reinventing the wheel by creating “India’s Facebook" or “Twitter for India” — 
those services already exist and are called Facebook and Twitter, respectively, and the lack 
of borders on the Internet mean that Indians use them far more than local social networking 
sites. All our companies are doing products—in hardware, software, services or healthcare— 
uniquely honed for India. 

We are pragmatic enough to realise that we might get some wrong. Our companies in the 
2008 list (page 106) have had to change their plans, because the world has changed (and how!) 
since this time last year. But we are sure that our class of 2009 will not just survive the slow- 
down but are going to be the standardbearers of India Inc. in the future. 
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Money From Molecules 


NBIOPRO, SET UP WITH THE AIM OF TAKING POTENTIAL BLOCKBUSTER 

molecules from biotech firms and building them up to the pre- 

clinical and clinical trials stage, broke even within a year and has already 
delivered three molecules for trials. Two founders—Chief Executive 
Sohang Chatterjee and Chief of Operations Kavitha lyer Rodrigues—have 
worked together in biotech, while a third, Aditya Julka, had worked with 
them at consultants McKinsey & Co. and then at Millipore and 
Avesthagen, both lifesciences and biotech firms. 

“We are focussed on capability rather than products,” says Chatterjee, 
“we provide a sizeable difference in time-to-market and costs to our 
customers.” Inbiopro works for the emerging markets, touted as the next 
big thing in pharma. 

It has attracted two rounds of venture capital investment from Accel 
India and is using some of the money to upgrade and expand its labs 
in Bangalore, but it is in no hurry to expand—its two-floor office in the 
industrial suburb of Peenya houses fewer than 20 people. The focus: 
executing complicated projects. 

“All three founders have the required skill and experience,” says 
Prashanth Prakash of Accel India. Inbiopro has never missed a trick 
when it came to cutting costs and hitting break-even: it began life in an 
apartment owned by lyer Rodrigues’ parents and tapped them (both are 
IIM professors) for their business plan. Today, it is located in a non- 
descript office building, not in Bangalore’s expensive central business 
district. "We're not a page 3 company,” says Chatterjee, *we're happy 
flying under the radar and focussing on the bottomline.” 

RAHUL SACHITANAND 
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LOCATION: Bangalore 
YEAR OF FOUNDING: 2007 


FOUNDERS: Sohang Chatterjee, Masters in 
Microbiology from National Centre for Biologica 
Sciences, which is part of Tata Institute of 
Fundamental Research and Ph.D from Cornell 
Kavitha lyer Rodrigues, Masters in Clinical 
Microbiology from Kidwai Institute of Medica 
Sciences, Manipal and Working MBA from IIM 
Bangalore & Aditya Julka, M.Tech in Bioprocess 
Engineering, IIT Delhi and completing MBA from 
Harvard Business School this year 


NATURE OF BUSINESS: Bioscience 
FUNDING: Accel Partners ($3 million) 


WILL MAKE MONEY BY: Already profitable 
NUMBER OF EMPLOYEES: 19 

REVENUE: Not disclosed 

SIZE OF TARGET MARKET: $70 billion 


KEY COMPETITORS: Companies like Gala 
Scientific, Charles River and BioReliance in the 
US. Claims no major home-grown competitor 


BIGGEST THREAT: Slow pace of regulatory 
approvals in the US and European operations 
for generic biotech drugs 
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Motor Mechanic 


START-UP AFTER RETIREMENT? TRUST JAGDISH KHATTAR TO DO IT. THE MAN 
A who became synonymous with the Maruti Suzuki success story 
decided to change the way Indians maintain their cars. Just weeks after 
stepping down from Maruti Suzuki, in December 2007, he set up Carnation, 
which is to be a chain of service centres that can handle 80 per cent of the 
models and makes on Indian roads. “In developed markets the concept of a 
branded service player is well-established. In India, other than Maruti and Tata 
Motors, manufacturers do not give their owners much choice but to go to 
dealerships to get their vehicles serviced... owners end up with unlicensed 
neighbourhood mechanics,” explains Khattar. Carnation’s first outlet is in 
Noida and Khattar plans to have a nationwide presence by the middle of next 
year. “Insurance companies and large car fleet operators have come to us as 
we can save them massive amounts of money,” Khattar says. Carnation isn’t 
going to be only about service: Khattar plans to foray into car sales and 
mechanic training schools. Sometimes, with start-ups, no matter how good 
the idea, experience matters. And Khattar has plenty. Little wonder, then, that 
the name Carnation has the tag, “A Jagdish Khattar Initiative”. 
KUSHAN MITRA 


JITENDRA SHARMA 
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LOCATION: Noida, NCR ° 
YEAR OF FOUNDING: 2008 
FOUNDER Jagdish Khattar 


NATURE OF BUSINESS 
Multibrand Auto Sales Maintenance 
and Allied Services 


FUNDING: Rs 80 crore from Premji Invest, 
Rs 28 crore from IFCI ventures 


WILL MAKE MONEY BY: The 29 full year 
of operations (2010-11) I - 


NUMBER OF EMPLOYEES: 500 by March 
2009, 5,000 by 2012 


REVENUE PROJECTION FOR 2009: 
The rollout commences from fiscal vear 

2009 and the revenue ending 2009-10 is 
projected at Rs 300 crore 


SIZE OF TARGET MARKET: The auto service 
industry is estimated at Rs 2,500 crore 


KEY COMPETITORS: Mahindra First Choice 
operates in the branded used car market 


BIGGEST THREAT: Extremely dependent on 
Khattar's personality to drive marketing and 
sales; Khattar is already 66 years old 





H.K. RAJASHEKAR 





Inventing for India 


HEY HAVE A COMMON PASSION: DEVELOPING ENGINEERING 

products. They share a common aspiration, too: give 

Indian engineering an identity like the way German 
engineering is known for precision and durability and Japan for 
micro and nano technology. To achieve this, Ajit Narayanan 
(27), Adib Ibrahim (28), Aswin Chandrasekaran (27) and 
Preetham K. Shivanna (26)—all from irr Madras—have set up 
Invention Labs. "Indian conditions are unique. Using a foreign 
technology or retrofitting has not worked. We want to invent 
India-specific products," they say. Set up in June 2007 with an 
initial capital of Rs 15 lakh and a seed capital of Rs 5 lakh from 
irr Madras, Invention Labs currently has 11 employees (including 
the founders). It has developed a few products: Kavi—a hand- 
held communication device for children afflicted with cerebral 
palsy and machine vision systems for quality control (the cur- 
rent downturn has affected sale of this product). It is betting big 
on retail vending machines—prototypes of which are under dev- 


elopment. Meanwhile, its servicing business—designing of 


sub-components and parts for various industries—ensures 
adequate cash flow for this start-up to keep its activities going. 
N. MADHAVAN 


— 7^ Invention 
Labs Engg 
Products 





LOCATION: Chennai 
YEAR OF FOUNDING: 2007-08 


Engineering products development 


FUNDING: Promoters’ equity (Rs 15 lakh 
and seed funding (Rs 5 lakh) 


WILL MAKE MONEY BY 
Already cash flow positive 


NUMBER OF EMPLOYEES: 11 
REVENUE: Not disclosed 
SUE OF TARGET MARKET: Rs 1,000 crore 


KEY COMPETITORS: Vending machine 
suppliers, Netbooks, Soliton & Cognex 


; IHREAT- At the moment 
product failure 


bt 


Indian Amazon 


ACHIN AND BINNY BANSAL (NO, THEY ARE NOT 

related) found themselves in boring technology 

jobs after doing their computer science from III 
Delhi in 2005 and got their creative spark only when 
their career paths converged at Amazon India, the 
world's largest online retailer. Amazon has only devel- 
opment centres in India—and the two figured they 
could very well replicate its online retail model. "Initially, 
we thought of opening a comparison shopping en- 
gine. But after studying the e-commerce space we realised 
there were no good players in India," explains Binny. 
“We thought of books, as online sales for books is 
good, there is no touch and feel factor and the suppliers 
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Sachin Bansal & 
Binny Bansal 


Online retail 


CHiniNn í | 
FUNDING: selt-Tunde 


Bookmarked: 
Sachin (L) 





are also e-enabled,” explains Sachin. In September 
2007, they quit their jobs to set up the company and had 
the site up and running in a month, “It was an enormous 
task to get tie-ups with the major book vendors, as 
we didn’t have an off-line book store. ... Another ma- 
ior challenge was to get the approval for the credit 
card payment gateway. ...we had to convince Axis 
Bank for the payment gateway and that wasn’t easy,” 
says Binny. Against the Rs 4,000-crore books market, on- 
line business is a measly Rs 25 crore. “We want to be 
number one in online book sales,” says Binny. The 
company is growing at 35 per cent per mi nth. 
TEJASWI SHEKHAWAT 
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AskLaila 


The Local Platform 


HEN COMPILING A LIST OF HOT START-UPS, BT 
had decided to avoid crowded spaces—online 
travel agencies and local search. So why did 
AskLaila make the cut? Well, because we use the service 
quite a bit and we rather like it. But why did the founders 
Sriram Adukoorie and Kiran Konduri, both Microsoft 
veterans, call their local search site *AskLaila" and not 
something else? “Well, when we were writing the code we 
gave female names to all our projects... When we were 
testing our search code we called it Laila... and we began 
to like it,” says Konduri. His wife initially thought it was a 
soft porn site—and even now it gets search requests for nude 
images. The service is available in eight cities and will be 
entering six more soon. “Our biggest competition 15 not 
some other site... but word of mouth,” Konduri argues. He 
is Not positioning it as a web service, but a local hub on a 
variety of platforms including mobile telephony. Where does 
it see itself in a few years? “... With an increasing mobile 
population local search will increase. But wait a while, 
we have something big up our sleeve," Konduri says. 
KUSHAN MITRA 


Our mini genie: Adukoorie 
(L) and Konduri 





LOCATION: Bangalore 
YEAR OF FOUNDING: December 2006 


Kiran Konduri and Shriram Adukoorie 

Konduri was previously at Microsoft and has 
founded two companies, including Zephyr 
Software, which was acquired by Infospace 
Adukoorie was with Microsoft for 10 years. He 
launched MSN in India and several South East 
Asian countries. He was leading the content efforts 
at MSN across Asia 


Consumer-specific 
local information service delivered through 
multi-platforms (web, mobile, TV and print) 


FUNDING: Secured a total of $12 million from 
Matrix Partners India, Lightspeed Venture 
Partners. SVB India Capital Partners Fund in two 
rounds of funding 


WILL MAKE MONEY RY Not disclosed 


NUMRFR OF EMPLOYEES: 30 technical engineers 
and nearly 150 on field support 


REVENUE: Not disclosed 
SIZE OF TARGET MARKET: $200 million 


State Bank of India jay 


With you - all the wa) 


Winner of the 
'Best Bank 


of the Year 2008 - India’ 


(Award) 


presents 
3 Winning Schemes 


e Yields maximum returns 
on your investment 
alongwith Liquidity 
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e AS a SIP (Systematic 
investment Pian), offers 
higher return Liquidity 

e Regular monthly savings 
builds up a good corpus to 
meet long term expenses 
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๑ SBI Tax Savings Scheme 
2006 specially designed for 
Income Tax ส ร ร ธร ร อ อ ร 

e Provides Tax benefits 
under section 80C of 
Income Tax Act. 1961 

e Higher returns 


State Bank of India has been adjudged the 
‘Best Bank of the Year 2008 - India’ bv London based 
"Ihe Banker' magazine, on the basis of intensive 
research and analysis of financials and performance. 


Please call 1800112211 (Toll Free) or 080-26599990 or 
visit our nearest branch / www.sbi.co.in or e-mail- contactcentre@sbi.co.in 
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Hosting Design Talent 


O YOU LOVE TO DRAW/PAINT/DESIGN BUT KEEP YOUR ARTWORK STUFFED 
in some box? Upload your designs on inkfruit.com—good ones get voted 
on by its community of designers and end up on T-shirts. You get 
rewarded. The brainchild of Kashyap Dalal (27) and Navneet Rai (28), 
inkfruit.com hosts the work of designers from all over the world. The 
popular ones then get screen printed on T-Shirts for sale. Dalal and Rai 
are from irr Bombay, with Dalal also having an MBA from iiM-L. After 
holding several regular jobs, the duo got together in 2007 to turn 
entrepreneurs. *There was a huge gap in creative merchandise 
space," explains Dalal. inkfruit.com was launched in 2008 with their 
savings of Rs 3-4 lakh. The idea was first marketed in colleges and design 
schools to create an inventory of designs. Today, there are monthly contests, 
with cash prizes from Rs 2,000 to Rs 10,000. Seed capital came from their 
seniors, Karamveer Singh and Gaurav Songara, at irr. Thereafter, Inkfruit re- 
ceived angel funding from Mahesh Murthy, Anand Lunia and Paula Mariwala. 
In just one year, Inkfruit has fetched revenues of nearly Rs 2 crore. “We are ex- 
pecting to break even by the middle of this year and expecting revenues of Rs 
8-10 crore for 2009," says Dalal. Inkfruit currently sells about 5,000-6,000 T- 
Shirts a month and gets 5 lakh page views a month. 
ANUSHA SUBRAMANIAN 
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LOCATION: Mumbai 
YEAR OF FOUNDING: Mid-2007 
Kashyap Dalal & Navneet Rai 


ATURE O! Promotes 
creative merchandise 
FUNDING: Angel, amount not disclosed 


WILL MAKE MONEY BY: Should break 
even by middle of this year 


NUMBER OF EMPLOYEES: 15 


REVENUE: 2008-Rs 2 crore; 
2009 (projected)-Rs 8-10 crore 


SUE OF TARGET MARKET: Merchandise (T- 
shirts, bags, posters) around Rs 650 crore 


KE E TORS: Offline— Tantra, Karma, 
etc. as well as Pepe, Lee, UCB. Online— 
Customisation websites where you can print 
whatever you want 


| |: A backlash from the 
design community in case they don t like the 
things it does. So, it is trying to grow in a way 
that's fun for the design community 
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T-totallers: Dalal (R) and Rai 





AyurVAID 
Ayurveda, 
Right Side Up 
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Versatile healer: 


Vasi idevan 
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LOCATION: Kochi, Aluva, Bangalore 
Mumbai and Hubli 


YEAR OF FOUNDING: 2005-06 
Healthcare 


FUNDING: Initial promoter s equity (R 
lakh) and venture funding (Rs 4.50 crore 


WILL MAKE MONEY BY: 2010 
NUMBER OF EMPLOYEES: 75 
REVENUE: Not disclosed 
SUE OF THE TARGET MARKET: Unlimiled 
KEY COMPETITORS: Other healthcare 
service providers 

Misperceptions peopli 
have about ayurveda 


Y 40, MOST PEOPLE PREFER 

settle down in their careers 

but not Rajiv Vasudevan (46). 
A scientist at Indian Space Research 
Organisation, Operations person 
Godrej & Boyce and Country Head of 
Motorola’s paging systems division 
before joining the Kerala government. 
where he was the head of Techno Park 
at Thiruvananthapuram and Director. 
Kerala IT Mission, v ersatility has been 
hallmark of Vasudevan’s carcer. While 
working on the government’s biotech 
policy, he realised that ayurveda was 
not practised the way it should be. 
“For most, it just meant a massage.” 
explains Vasudevan. In April 2005, 
Vasudevan (then 41 years old) took 
the plunge and set up AyurvAip—a 15- 
bed hospital in Kochi that practises 
Ayurveda the classical way, including 
rigorous processes and extensive doc- 
umentation—with an initial investment 
of Rs 20 lakh. In May 2008, us-bascd 
Acumen Fund invested Rs 4.5 cror 
Today, AyurVAID has hospitals in Aluva, 
Bangalore, Mumbai and Hubli (in all 
140 beds). “We will turn profitabl 
next year, says Vasudevan. He plans t 
have at least 2,000 beds over the next 
five years. His goal is to make ayurveda 
the treatment of choice for select 
medical conditions. 
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Declutter diagnostics: 
Barreto (L) and Raut 


Orange 
Cross 


Healthy to the Bank 


HE PROMOTERS HAD NO BACKGROUND IN HEALTHCARE WHEN THEY 

decided to set up this unique venture, which will advise health- 

care consumers about options. But their lack of domain expertise 
(barring Melvin Barreto’s passion for marathons) did not deter the likes 
of Sridhar Iyengar, former Chairman and CEO of KPMG, Pravin Gandhi, 
rr industry stalwart, Shantanu Prakash, Founder of Educomp, and 
Ashutosh Garg, Chairman and Managing Director, Guardian Life 
Care, coming aboard as advisors. Neither did it deter private equity firm 
Lumis Partners from injecting an unspecified amount into the new-born. 
Sandeep Sinha, Managing Partner, Lumis, says: “As a rule we do not 
invest in early stage companies. Orange Cross is perhaps the only 
exception, but that is because of the nature of their business.” Orange 
Cross had a very clear business plan: to offer third-party advice to pa- 
tients—from interpreting adverse trends in the annual health check-ups 
to suggesting venues for getting a particular diagnostic test done, together 
with cost options. “We help people manage their health and wellness 
requirements,” says Co-founder Prajakt Raut. 

The start-up charges the healthcare consumer depending on the 
services rendered. Barreto says: “We wanted to be in an industry 
where we would have the opportunity to shape customer thought 
processes....” Whether they will make money is a question that will be 
answered in a tew years. 

SHALINI S. DAGAR 
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MONEY SHARMA 


LOCATION: Gurgaon 
YEAR OF FOUNDING: 2007 
'5. Prajakt Raut and Melvin Barreto 


Provision of healthcare 
and wellness services 
FUNDING: Lumis Partners bought a stake 
between 1025-5095 for an unspecified amount 


WILL MAKE MONEY BY: Cash flow positive by 
CY09; P&L break-even by 2010-2011 


NUMBER OF EMPLOYEES: 21 
REVENUE: Not disclosed 


SUE OF TARGET MARKET: At least a billion- 
dollar opportunity 


KEY COMPETITORS: None within India 


BIGGEST THREAT: The sheer scale and the 
rapidity of the ramp-up of their project 


o MAK 
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— HARTENGINE/KA 


No matter which vehicle you drive, you can keep its engine in peak 
condition. MAK’ Lubricants not only ensure a smooth and a powerful 
drive, but also keep the engine clean, cool and young forever. After all, 
that's what makes for a real champion. 







AK 


DIAMOND sws 






MAK makes it possible. 


Lighting Up 
Rural india 


Shine a light: Uppal 
is betting on LED 


LOCATION: Hyderabad 
Kushant Uppal 


Renewable energy with 
focus on rural and semi-urban markets. 
FUNDING: Has got venture funding ol 
hetween $ 0.5 million and $ 1 million 


WILL MAKE MONEY BY: 2011 
NO OF EMPLOYEES: 25 


REVENUES: Around Rs 50 lakh for 2008-09 
projects a five-fold increase for 2009-10 


SIZE OF TARGET MARKET: Sees markets in India 
and Africa and estimates a market size of over $ | 
billion 

KEY COMPETITORS: Local brands, torch lights 


kerosene lamps and emergency lights 


[he use of LED light not 
becoming a trend. Also, if funding sources 
become tight 


USHANT UPPAL, 39, AN HI 

Madras engineer armed with 

a Ph.D from the us , quit his 
job in the US and returned to India to 
set up Intelizon Energy in February 
2007. Uppal saw merit in what 
his mentor, Professor Ashok 
Jhunjhunwala of ir Madras, had to 
Say about the possibilities of solar 
energy, particularly in rural india. 
He was also able to convince 
Ventureast and Emergic Venture 
Capital funds to put in money. His 
first product? A solar LED task-light 
with an embedded solar panel, 
priced at Rs 799, and branded Zon 
Light (Zon is Sun in Dutch). “So 
far, we have sent out around 8,000 
units....” says Uppal. 

Since Uppal does not tap subsi- 
dies, this task-light cannot be sold be- 
low Rs 799 per unit. He is talking to 
microfinance institutions so that the 
poor can afford it in instalments. 
He claims it is cheaper than current 
solar lanterns, and 200-300 
households can be lit up for between 
Rs 1.5 and Rs 2.5 lakh. 

Says Uppal: “Our vision ts 
creating a world of smart energy.” 

E. KUMAR SHARMA 





Custom-built Education 


AVAN CHAUHAN AND RITESH HEMRAJANI ARE ENTREPRENEURS 

at heart. Buddies from the 1996 batch of iiM Bangalore, 

they worked at Philips briefly before deciding to quit and 

do their own thing with just Rs 40,000 as capital. The start was 
almost a disaster, as Chauhan recounts. When they put in an ad- 
vertisement in a newspaper to attract MBA aspirants, their con- 
tact address did not work and the telephone went kaput. “We were 

down Rs 15,000 for a 40 cm display ad with both the address and the telephone 
not working. We really laughed that day,” says Chauhan. Salvaging the situation, 
they managed to convert their first few walk-in customers. “We served them with 
our life,” says Chauhan. Initially, they dabbled in the education space but by 2007, 
they reconfigured their company to cater to a new product: an adaptive assess- 
ment engine for learning. “The product will enable customisation of learning... 
Every child is different. The product will identify the problem, and then gener- 
ate appropriate content for the child,” says Chauhan. Funding ($1.6 million) came 
in at the right time from InfoEdge, the holding company for online recruitment 
brand naukri.com. Next steps: opening up to schools and teachers, then online 
subscriptions and break even. SHALINI S. DAGAR 
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LOCATION: New Delhi 


YEAR OF FOUNDING: 2001; completely 
rejigged the business in Oct. 2007 


Pavan Chauhan and 
Ritesh Hemrajani 


Web-based education 

FUNDING: $1.6 million in April 2008 
from InfoEdge 

WILL MAKE MONEY BY: 2009-10 
NUMBER OF EMPLOYEES: 55 


REVENUE: Rs 2.5-3 crore (2008-09) 


SIZE OF TARGET MARKET: Huge, there 
are 2.5-3 million students on the Net 


KEY COMPETITORS: Mathcrew 
Extramarks.com 


Limited broadband connectivity 


Handle with kid gloves: 
Chauhan (in green) and 
Hemrajani (extreme left) 
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LAST YEAR'S START-UPS 


3DSoC: By May last year, 
Bangalore-based 3Dsoc had hit 
pay dirt with its 3D authoring, 
visualisation and compression 
idea. The auto sector found 3D e- 
manuals useful in downstream vi- 
sualisation. When it got hit, 
3DSOC's revenue target of $1 
million went for a toss. What if 
the auto sector is shut? There's 
telecom beckoning! *We have 
signed up with a mobile operator 
to provide 3D greetings on the 
mobile as a value added service," 
says CEO K.K. Venkairaman . 


come more conscious of security. 
Co-founder Bikas Barai admits 
revenues are below target, but it 
has spent less by putting on hold 
plans for offices in the Us and UK. 
It has moved to larger digs, and 
doubled headcount of computer 
scientists and friendly hackers. 


iXiGO.com: As airlines cut flab 
and stop paying agent commis- 
sions, the iXiGO.com's meta-search 
platform seems to have done 
better than the transactional 
model offered by online travel 


170 crore. Yes, the recession. And 
the promoters have decided to con- 
serve cash, opt for organic growth 
and look at cashless acquisitions. 


Sresta Natural Bioproducts: 
As against revenues expected for 
2008-09 at Rs 25 crore, the com- 
pany will be doing about Rs 13 to 
14 crore. The drop in revenues, it 
says, Is because of change in focus to 
retail products for exports and also 
due to the longer time it took to put 
various arrangements in place. It has 
finalised selling arrangements in the 





BigTec: It's talking to a couple of 
European medical device makers to 
license its handheld diagnostic unit. 
Initially funded by an initiative of 
the Council of Scientific & 
Industrial Research, it now needs to 
raise at least $10 million to take its 


lab-on-a-chip product to the market. 


Ikya: Bangalore-headquartered 
Ikya Human Capital Solutions has 
scen the slowdown drag down its 
HR revenues. But it scaled up its 
footprint across 11 cities aid 
increased full time staff. “The re- 
cession has impacted our organic 
growth but we have balanced it by 
buying AVON FMS, a company in 
the facilities management,” says 
[แห ล Chairman Marcel Parker. 


iViz: This Kolkata-based special- 
ist in on-demand application and 
network penetration testing has 
not been affected much by the 
downturn—comipanies have be- 


agencies. iXiGO has enlarged its 
product portfolio, taken its 
innovative platform within the 
reach of 70 million wAP-enabled 
phone users and gone interna- 
tional with its hotel and flight 
search offerings. CEO Aloke Bajpai 
hints at a second round of funding 
by the middle of this year. 


Lordsofodds.com: This Pune- 
based online entertainment- 
prediction gaming site has grown 
from three employees to 10. The 
website has now entered into a 
contract with ESPN STAR Sports to 
run prediction games. While the 
co-founders are still not willing to 
talk about revenues, they are con- 
fident of breaking even in the next 
three months. 


Premedia Global: The out- 
sourcing publishing company is set 
for revenues of Rs 120 crore this 
fiscal, down from the expected Rs 


Us for marketing its retail product 
range. Its area under organic farm- 
ing is up from 12,000 acres in April 
last year to 30,000 acres. 


Stempeutics; The Manipal 
Group-funded company has intro- 
duced its stem cell treatment across 
several hospitals owned or man- 
aged by its parent in AP, Tamil 
Nadu and Karnataka. The com- 
pany has opened a second research 
unit in Malaysia and is adding 
stem cell therapies for several more 
ailments to its capabilities. 


Zerostock Retail: As against 
expected revenues of Rs 35 crore 
for 2008-09, the actual figure is less 
than Rs 7 crore. Accordingly, it has 
significantly scaled down its goals 
for 2010-11 from Rs 420 crore to 
around Rs 40 crore. Reason: the 
slowdown. It is now redefining its 
business model and expects to be a 
profitable entity by July 2009. m 


For more details on these start-ups, log onto www.businesstoday.in and click on issue dated May 18, 2008 in archives 
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Do you have anything for 
a city-wide blackout? 


Siemens helps supply the people of Guangdong with reliable energy 
via the world’s most powerful long-distance power transmission systems. 


Our highly efficient 800-kV high-voltage lines deliver vast amounts of renewable energy exactly where it’s needed. That 
why the 100 million people in Guangdong, China, can be supplied with energy from hydroe plants some 1400 km awa, 


SIEMENS 


siemens.com/answers 





of web-based e-mails | 21 per cent. Google leads 
| 1,200 employees globally ` (after Hotmail) worldwide with 63 per cent. 
| and more lay-offs may with 280 milion users. — Despite a problematic last 
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ORDS LIKE TURMOIL, EXODUS, OVERHAUL, BECAME SYNONYMOUS WITH 
Yahoo over the past year. First, Founder Jerry Yang got flak from the shareholders 
for botching a $31-a-share (later revised to $33 -a-share) bid from Microsoft at 


a time when Yahoo’s share was near a four-year low of $19.18. Today, 


Yahoo's stock is at around $12, down more than 100 per cent from the high of around $28 that 
it had reached after the bid. Yang himself had to step down to make way for a new CEO, Carol Bartz 
whose entry prompted President Susan Decker to quit. As Bartz restructures Yahoo in the back- 
drop of a worsening global recession, and more key persons at the top quit in rapid-fire succession, 
Co-founder David Filo discusses the road ahead with BT’s Tejaswi Shekhawat. 


Carol Bartz (Yahoo’s new CEO) said in 
January that Yahoo is willing to sell its 
search business. Are we looking at a 
potential Yahoo-Microsoft deal? 

I think what she said is that we are 
pretty much open to any and all 
ideas in that space. She has gotten 
together a group of people in the 
company to look at that question 
and come up with an answer. 
Hopefully, she can start talking 
about it more in the near future. 
Right now, we have no plans to sell 
it. But we'll continue to explore all 
options. Until then, we're extremely 
focussed on search. We think we 
are well-positioned in that market. 
We'll continue to invest in it. It is 
one of our top priorities. 


What are the options for the Yahoo 
search deal? 

The biggest option for us is to 
continue to invest in it and con- 
tinue to grow our share because 
right now, globally, we are a strong 
#2 player to Google. And in some 
markets like Japan and Taiwan, we 
lead them. We feel there's a lot of 
potential upside for us. Of course, 
there are other options. Microsoft 
had given indications last year that 
they were interested in doing some- 
thing with us. We tried to do some- 
thing with Google on the moneti- 
sation front that ended up not work- 
ing. But those are the things we'll 
continue to explore. 


Yahoo has laid off nearly 1,200 people 
and frozen salaries this year. Will the 


cost-cutting trend continue? 

Traditionally, we review salaries 
once a year and this year we decided 
not to give any raise. Given the 
global economic condition, this was 
the obvious thing to do. So, we'll 
have to obviously re-evaluate that 
in 2010. Hopefully, lots will change 
in 2009 for the better. In terms of 
other cost-cutting measures, we don't 
have any specific initiatives right 
now. We feel good about our costs 
as we look forward in 2009. We 
are still generating a lot of cash as a 
company. But now with Carol on 
board, she may want to re-audit the 
company in certain ways. So, we 
may end up focussing the company 


on a slightly different set of priorities. 


Display advertising has been worst hit in 
the downturn. Yahoo's ad revenue is 
stagnant at $1.59 billion over the last 
Advertising is still the dominant rev- 
enue source for Yahoo. And that 
will continue to be the case in the 
future. So, we'll continue to focus on 
that. We launched the art platform 
last year, which aims at providing 
publishers and advertisers with a 
unified, simple and intuitive inter- 
face. We have already started to see 
the benefits from that. And we 
continue to invest in our search 
monetisation. We hope to increase 
our sales force and sell more inven- 
tory. We also see more advertising 
moving to the Internet from other 
media. People are increasingly 
spending more time on the Internet, 


although the time spent by people 
on the Internet compared with the 
traditional media isn't being reflected 
by the advertisers. 


Is Yahoo-AOL an option? Does it have 
potential to strengthen the display ad- 
vertising portfolio? 

It certainly has potential in a number 
of ways. We've been in talks with 
them for a while now. And we con- 
tinue to evaluate those options. Of 
course, you can look at their assets 
and see what the potential benefits 
are. Doing something like that 
would be a very big undertaking 
for us. It's, of course, a big thing 
for them to sell that piece of their 
business. There are very big decisions 
that have to be made on both sides 
of the table. So, people are being 
very thoughtful about it. 


After IE, Mozilla, Safari and Chrome, is 
a Yahoo browser coming? 

Certainly not now. Yahoo has al- 
ways been fair about working across 
every type of device but we don't 
view this as our expertise area. We 
focus on building services that run 
on the browsers, networks and de- 
vices. So, we are not interested in 
building our own phone but we are 
interested in building an operating 
system for the phone. 


There has been a steady exit of senior 
management from Yahoo. How are you 
going to retain talent? 

We hired Carol at the senior-most 
level and a year ago we hired a cro, 
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and he's got the tech organisation in 
a much better place than we were in. 
So, at the highest levels we are very 
happy with where we are. We've 
had a number of departures, but 
there're all kinds of reasons why 
that might have happened. 


Was Susan Decker (the President) fired 
by Carol? 

The board very seriously considered 
Sue as an option. Carol was an op- 
tion as well. They interviewed many 
other candidates. And then, in the 
end the board decided on Carol as 
the CEO. ...I think Sue decided it 
was better for her to leave the com- 
pany and explore other opportuni- 
ties. Of course, she was a great asset 
to the company for the past eight- 
plus years. And for that we are ex- 
tremely grateful to her. 


Will search continue to be your focus or 
are we looking at Yahoo as a media 
company? 

No. Search is absolutely high 
priority... In fact, in the last four 
months or so we've seen our search 
share stabilise. Relative to the rest of 
the market, Google has been grow- 
ing. Really no one else has. We've 
declined a bit over the last year. But 
we have stabilised over the past few 
months and there is a great oppor- 
tunity ahead of us. Search is the 
core of each of our experiences. 


How and why is Yahoo opening its 
search technology? 

We are opening search in a number 
of ways. We have something called 
a search monkey. Before we did 
these things, if you were to go to 
Yahoo search and type in a query, 
you would get a list of results 
obviously controlled by Yahoo. So, 
we wanted to give developers the 
ability to influence what that search 
result page looks like. Instead of 
just having 10 links that come back 
and how we decide to present 
them, search monkey opens up 
that interface so that people come 
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in and customise what that inter- 
face looks like. 

The second way we are opening 
up is through this initiative called 
Boss, which is pretty much open- 
ing up the infrastructure of Yahoo 
search. It took us hundreds of mil- 
lions of dollars and many man years 
of engineering time to build search. 
We said, let’s open it up! This allows 
students and developers to quickly 
create a new search experience that 
otherwise will be impossible. The 
idea is to foster innovation in the 
search space because we think this 
will be good for us in the long run. 
It’s better for us to have innovation 
happen on our platform rather than 





We will continue to 
invest in search, even as 


we remain ntoa 
and all + Ps — sal 
ing the search business) 


around it. We will figure out over 
time how to monetise this. 


Is Yahoo defining the future of the web 
with a new front page, a social mail, 
opening and innovating search? 

We are extending our interface, 
adding a social component to it. 
For example, if you have uploaded 
pictures or read an article or buzzed 
it, your friends will be notified. 
Yahoo mail is becoming a melting 
pot for social activity with your ad- 
dress book, Flickr, Messenger. We 
are bringing it together in one place 
on Yahoo FrontPage. So, instead 
of everyone seeing the same thing 
we want to start personalising it. 


Is Yahoo planning to enter the social 
networking space? 

We are very strongly present in that 
space with Flickr and mail. But we 
are not going to create a new 
destination or brand. It's about 
integrating the existing properties. 
So, your front page will become 
more social. It's about making 
yahoo.com more social. 


Last year end, Yahoo invested in an 
Indian company, Call Ezee (a Chennai 
based dial-in service). How does local 
search fit into the Yahoo paradigm? 
Local is a very key component of 
search in general. It is one of the 
areas we are very focussed on and 
are looking at to understand the in- 
tent of search better. In the course of 
2009, you are going to see very 
dynamic presentations. We already 
have Glue, which helps you get the 
web, image, blog and video results 
all neatly presented on one page. 
So, likewise, we are doing many 
different things to make the search 
experience interesting. 


What are the challenges of running the 
business in emerging markets like India? 
From our perspective, we would 
obviously want more people to have 
fast and stable Internet access. 
Another challenge is that different 
markets have different requirements 
in terms of products. Some of our 
products are very global in nature. 
So, we have to be able to adapt to 
the local markets and culture. 


With Carol at the helm, will we see 
Yahoo as a tech firm with Google as the 
main competitor? 

Oh no! We have lots of competi- 
tors. Google is certainly one in the 
search space. Then we have different 
competitors in different markets. 
Microsoft is the biggest competitor in 
the mail space. In terms of our media 
properties, Google is not a com- 
petitor at all. In news, we are com- 
peting with the CNNs of the world 
and in sports with ESPN, etc. 8 
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" Corporate romance is often 
tinted with hard realities of cycles” 








For the first time in 
a decade, off-site 
meetings are 
being replaced by 
on-site meetings, 
guest houses are 
replacing hotel 
stays, normal 
carriers are 

being replaced with 
low-cost carriers, 
and travel is 
being substituted 
with video 
conferences 





VER 90 PER CENT OF THE EMPLOYEES 

working in the corporate sector 
today have grown up their 
entire corporate lives on the India 
vitamin pill. The pill has been admin- 
istered day in and day out for 10 years 
at a stretch and their entire lives have 
been fortified with it. Today's junior 
management have, in fact, been on a 
higher dosage, and that too, from the 
time they've been in high school. This 
pill has given visions of everlasting 
growth, ever-growing career opportu- 
nities and ever-increasing salaries. With 
the economy growing at full tilt, this has 
been amply reinforced. 

Someone forgot to add a disclaimer — 
that there could be cycles, too. And dur- 
ing some phases of cycles, employees 
could expect slower growth. Employees 
are getting to experience a term called 
"slowdown" and at first brush, it doesn't 
feel very good. Nor is it easy to compre- 
hend, for they haven't heard of such a 
term. That's not all, perhaps for the first 
time in a decade, off-site meetings are 
being replaced by on-site meetings, guest 
houses are replacing hotel stays, normal 
carriers are being replaced with low-cost 
ones, and travel is being substituted with 
video conferences. It's not as if these 
employees can't cope with this, it's just that 
they never knew this side of the cycle. 

It's not as if the corporate sector was 
profligate either. The happy environ- 
ment dictated planting flag posts on op- 
portunities as quickly as possible, in or- 
der to snap M&A opportunities before 
your competitors did, to expand geog- 
raphies and to introduce product vari- 
ants. Consultants advised you to cover 
every customer segment before your 
competitors did. Ad agencies advised 
360 degrees coverage—leave no seg- 








ment untapped. Capital wasn't an is- 
sue: in fact it was gushing in. 

Now, reams of paper, speeches and 
international gurus are dedicated to 
helping organisations go through this 
phase. They say that organisations will 
emerge trimmer and more efficient. 
It's absolutely true, but it's also obvious. 
In my view the real value is: you go 
through this phase, and you'll begin 
to appreciate the value of resources. 
This may be a more sober realisation 
and well worth it. 

Fanciful romantic dreams of 
corporate life in India still exist in many 
young minds. But corporate romance is 
often tinted with hard realities of 
cycles—and that may not be a bad 
realisation either. 

History has shown that such times 
do not last forever. That India is on a 
growth path has been stated by one 
and all; but it is important to note that 
this view is derived not from hope but 
cyclical realities. India has not seen 
such a golden run in centuries. This is a 
country of opportunities because we 
are a land of entrepreneurs, and 
entrepreneurs are job creators and 
wealth generators. Entrepreneurs are 
survivors, An expanding economy will 
create more jobs; and expansion even at 
7 per cent on a trillion-dollar econ- 
omy is still a lot of growth. The cycle 
will turn, for every time in history peo- 
ple thought they were looking down the 
barrel, the cycle turned. 

It's spring when you can plant your 
foot on twelve daisies. When the cycle 
turns again, the daisies will show up in 
the form of more jobs, new horizons, 
and increased industrial output. ai 

(The author is Executive 
Director-ICICI Bank) 
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an IMPACT Feature 


VIT works towards the next milestone: 
Being the global standard for others to follow. 


Innovative research initiatives to stay ahead. 


"Global" is a key word at the VIT campus at Vellore, as it 
describes all the important aspects of India's No. 1 private 


engineering institution. 


Firstly, the campus's reputation draws a global mix of 
talent: students from several countries arrive here; 
eager to discover for themselves how the campus 


produces so many winners. 


Secondly, VIT has signed 75 MoUs with other institutions 
especially overseas to enable exchange of faculty and 
students, joint programmes, and improvement of 
laboratory and library facilities. It has active participation 
from Australia, Canada, China, France, Germany, 
Netherlands, Sultanate of Oman, Singapore, UK and USA. 
In the last eight years, more than 300 visiting professors 
from all over the world visited VIT. It is the first private 


educational institution in India to get International 


Accreditation (IET) from UK. Many from VIT have g 
admission into Universities in Australia, Canada, Germa! 


France, Singapore, UK and USA for higher studies. 


The result is a truly international approach to educatior 
and standards that inspire other institutions too, to folk 


the VIT example for excellence. 

In other words, a global leader in education is in t 
making. 

RESEARCH: GLOBAL RELEVANCE 


VIT's ability to network creates unique opportunities ric 
at the student level, for conducting and supporti 


research, particularly in inter and multi disciplinary are 


A well trained faculty guides students to orient resea! 
findings to significant industry requirements in socie 
and maintains its relevance to current global net 


through international networks. 





's commitment to excellence in fundamental 
H developmental research encompasses emerging 
ds like biomedical research, information technology, 
otechnology, optoelectronics and materials 
yineering; research in basic sciences, applied 
Pnces and biosciences, as well as participation in 


Prnational research collaborations. 


the vast green 350 acre campus at Vellore, the 
itution's focus on all-round development encourages a 
ant interest in extra curricular activities, turning 
dents into well-rounded personalities able to hold their 


' anywhere in the world. 


its focus on individual attention, world class 


Hership and character building, VIT's biggest 
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Creating stars 


A view of the Technology Tower 
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gratification is to see its students set firmly on the path of 
improving the quality of life for the human race. No matter 


where in the world they go. 


VIT 


UNIVERSITY 


Vellore 632 014 
www. vit.ac.in 
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THE IRON LADY or 


INDIAN 
POLITICS 


Mayawati is a phenomenon, a political 
prodigy. The more you learn about her 
politics, the more you appreciate the extent 
to which her views and approach have had 
a positive bearing on the socio-political 
scenario of Uttar Pradesh. The first Dalit 
and the youngest politician elected to head 
a state government, little wonder if the 
dynamic lady trail-blazes again as the first 
Dalit Prime Minister of India. 


nan article in the New York Times, Amy Waldman once wrote: 

In a state where Dalits are nearly one quarter of the 

population, Ms. Mayawati has used caste as a mobiliser, 
building on a social and political revolution 50 years in the 
making. It is a phenomenon that has reshaped the politics of 
India. 


Mayawati, like any other Dalit daughter of India was deprived of 
many necessities of life and various privileges those other 
(upper class) girls of her age enjoyed. Though, like every other 
Dalit, she was forbidden to yet this iron-willed lady dared to 
dream — dream of an India free of caste discrimination, an 
India where castes had dissolved into classes with each of their 
members having individualised expressions. And to live this 
dream of uplifting the poor, weaker and under-privileged 
sections of the society, she entered Indian politics with the 
formation of the Bahujan Samajwadi Party in 1984. 

Mayawati's journey has been tough and thorny wherein she has 
had to come up against huge odds. However, today she 
represents a very powerful voice, of the Dalits, that for long 
needed to be heard in Indian politics. By winning India's largest 
state and by successfully expanding her party's influence 
outside Uttar Pradesh, she has certainly become the most 
influential politician of recent years 

MAYAWATI 


Born in 1956 to a minor government official Prabhu Das and his 
wife Ram Rathi, Mayawati has been in active politics for well 
over two decades. Well educated, Mayawati holds multiple 
degrees including a B.A., a degree in education and a law 
degree. She worked as a teacher in Delhi for several years. Prior 
ker entry into the political arena, Mayawati was keen on 
ng an IAS officer, a coveted position in the Indian 
BCy 
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POLITICAL EXPEDITION 


"Vhile chasing her Civil Services dream in 1977, at that time 21-year-old, 
*Mayawati met Kanshi Ram, who was running BAMSEF, an employees' federation. 
she was instantly drawn by his appeal for Dalit pride. Kanshi Ram first heard of 
"ayawati when she was a school teacher who made one of the boldest and 
earless speeches ever by a Dalit at Delhi's Constitution Club. That evening, 
Xanshi Ram visited her and convinced her into joining the political movement 
and, thus, the mentor-protégé relationship was built. Later, in 1984, Kanshi Ram 
aunched the Bahujan Samaj Party (BSP) and Mayawati was in step with her 
mentor. Shortly after, she made a career shift and entered politics full time. The 
ream of a Dalit Consolidation became a reality on June 3, 1995, when she took 
wver as the first Dalit Chief Minister of UP India's most populous state. Her 
political journey had finally begun. A new political alliance was formed which 
esulted in a unique government formation in 1997 under an agreement that both 
jarties would have its own Chief Minister by rotation for six months each. Under 
he deal, she was sworn in as the Chief Minister of Uttar Pradesh for the second 
ime on March 21, 1997. Her third stint as Uttar Pradesh Chief Minister 
:ommenced on May 3, 2002 but unfortunately ended on July 25, 2003. On May 13 
an 2007, she became the Chief Minister for the fourth time. It shows that our 
;olitical system still rewards political talent and passion 


AN ICON OF WOMEN EMPOWERMENT 


| Ie | | P A r 4l m É . hal i li í i 
Is debuted on the Forbes magazine list of the most 


i in the world. While Sonia Gandhi has slipped from 
previous year's sixth position to 21st this year, Mayawati is at 
59th. The magazine described Mayawati as, “the one in the running 
0 be Prime Minister, having become Chief Minister of UP at a young 
age of 39, in 1995.” She is a rising star and is strongly challenging 
Sonia Gandhi's position as the country's most powerful woman. 


SYMBOL OF DIGNITY 
“Mayawati's much publicised agenda aims at social justice through government 
yolicies and better law and order to protect weaker sections. She believes in 
;reating opportunities of employment instead of distributing money to 
inemployed; her slogan is to make Uttar Pradesh into an Uttam (excellent) 
Pradesh with her policies aimed at "Sarvjan Hitay - Sarvjan Sukhay” . It is 
‘elevant to note that Mayawati has never used her Dalit individuality to sway her 
roters. She has always spoken about her policies and plans for the advancement 
f Uttar Pradesh. She has been inclined on using the political power for social 
yrogress. She has never trusted the chaotic or confused ways of politics. It is 
mevident by the fact that in her more than 30 years of political career, she has never 
peen behind the bars! 
3e it the cracking down of criminals or taking action for irregularities in 
ecruitments done during previous Regime, proposing the construction of the 
mountrys longest 1,000 km expressway between Balia and Delhi, 
mmplementation of VAT in Uttar Pradesh, ordering the arrests of organised crime 
qeads. She did not even hesitate to take strictest action against her own party 
men if they were found at fault including MP's ,.MLA's and even Ministers 
wayawati has done it all; thus, declaring that there would not be any interference 
n the routine work of the police. Political Symbolism characterizes her governing 
of UP 
Mayawati has demonstrated all the qualities to be the future Prime Minister of 
ndia — a keen sight, a zeal for correction, an absolute integrity and a 
yerspective to use political power for social progress. Her being elected as the 
ohief Minister of Uttar Pradesh for the fourth time says it all. She has created 
uistory by rising so high on her own. Mayawati and her party - the BSP. have 
adopted different strategies unlike the other ruling parties like the BJP Congress 
y Left Parties. Her masterstroke was to introduce the concept of ‘social 
engineering’ which developed a new connection between the Dalits and the 
3rahmins. “The Chief Minister is one of us. We are not scared of police or anyone 
melse. We live freely now," said Raj Kumar, a sweeper from a lower class 
Realising that the alignment with the upper classes is essential for her to acquire 


a large mandate, Mayawati decided to adopt policies regarding reservations 
based on poverty instead of caste. As a result, her victory as the Chief Minister of 
Uttar Pradesh for the fourth time had exhilarated not only the Dalits but also the 
upper-caste Brahmins. 

Mayawati has also begun articulating the party's standpoint on issues of national 
importance, be it the India-U.S. nuclear deal or attacks against north Indians in 
Maharashtra, on which she wrote to the Prime Minister. 

BLUEPRINT OF PROGRESS 

Another noticeable attribute of Mayawati is her resourcefulness. Her government 
has successfully managed finances of the state to raise extra resources to start 
new development schemes . Some of these schemes are Mahamaya Garib 
Balika Ashirwad Yojana, the Savitribai Phule Balika Shiksha Madad Yojna and the 
Manyawar Kanshiram ji shahri gareeb awas yojna( where houses are being 
houses given free of cost to the poorest of the poor). This year, the government 
has also launched a host of new projects which include construction of new 
roads and highways in the state. Her Government is spending more than 13000 
Cr. for improvement of urban infrastructure in the state. Her government has also 
targeted to provide 24 hrs power supply to its citizen by 2012. 

In the Mahamaya Garib Balika Ashirwad Yojana, the government would be 
depositing Rs. 20,000 in a fixed deposit account for all poor girls born on or after 
January 15, 2009. “Once a girl turns 18, she will get a financial aid of Rs 1 lakh, 
provided the beneficiary is not married," Mayawati said. "This scheme will help 
the government amend the asymmetric gender ratio in the state, she added 

In another scheme, the Savitribai Phule Balika Shiksha Madad Yojna, the 
government would be giving monetary support of Rs. 25,000 to girls coming from 
poor families to pursue their secondary education. "The Center has no role to play 
in this; the entire cost for these two schemes which is around Rs. 2,000 crore will 
be borne by the state”, she claimed. 

The Sarvjan Hitay Gareeb (slum area) malikana haq Yojna provides for ownership 
rights to the slim dwellers almost free of cost.More than 25000 families have 
been benefited in the urban areas. 

ADVANCEMENT OF PILGRIM TOWNS 

Development works have been initiated in Varanasi, Kannauj, Mathura 
Vrindavan, Ayodhya, Prayaag and many other towns in UP Mayawati has laid the 
foundation of a slew of urban development projects in the pilgrim towns of UP 
Mathura and Varanasi, Kannauj. "These towns would be developed into an 
international heritage with new flyovers, better highways and roads,” said 
Mayawati. She further added, "Special emphasis has been laid on the 
development of power sector, world-class road network, urban rejuvenation and 
efficient transport system." She has announced a package of Rs. 250 crore for 
Mathura, Rs. 800 crore for Varanasi, Rs. 1000 crore for Allahabad, Rs. 2500 crore 
for Lucknow, Rs. 800 crore for Kanpur and Bithoor and Rs. 148 crore for Kannauj 
This was despite the fact Rs. 80,000 crore package demanded by the state was 
denied to the state by the center 


G We shail not enrich the Capitalists, but serve to bring a smile to the 
poorest of the poor in the remotest corners of India; at the same 
time my party is trying to bring social engineering with the help of 
the upper castes, since their support is quite necessary to achieve 
social justice in India. 
| promise to reserve places in education and employment across 
the board for religious minorities and the economically 
disadvantaged if my party came to power at the national level. 

We cannot fight just as Dalits. | understand for centuries people 
have fought each other. It is not easy to bring them together. But we 
have done this in UP 

Her relative youth (at 53), being much younger than many top Indian 

politicians, has added to her freshness. Mayawati is indeed one 

politician in India's political landscape today who can hold back the 

Congress party or the BJP to exercise control at the Centre in New Delhi 

with the influence of her political symbolism and social engineering. 
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Is Looking For A Leader - 
Amongst Leaders KD 
CEOs / SBU Heads of large value driven organizations who have Already created — ได้ อ 1 ล่ [e 


a mark and are ready to unlearn and relearn.. Ina very solid business environment... is who SERVICES 






we want fo meet Up with. 


Preference for People coming from Sectors - Auto/ Engineering/ Power/ 
Bank-Financial Services/Cement/Metals/FMCG/Retail etc. Wald 


with Exposure to Fortune 500 companies. please write t 


Preferred Backgr ound- Engineer with MBA, 42 - 52 years. nkh1@vsnl.com 
Aspirants for CFO/HR - Head/Legal Head - below 50 years may also apply. 


for Leadership 







Please apply with CV in word format to leadersnkh@gmail.com 
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An American Dream Gone Sour 


Visa curbs alone won't hurt Indian aspirants as much as it is feared. Here's why. 


NDIAN PROFESSIONALS CAN 

bid goodbye to their dreams of 

working in the us this year. If 
the soaring unemployment figures 
and the negative economic 
sentiment in the US were not 
enough, the curbs on H-1B visas 
have sent out clear signals that 
foreign professionals are not 
welcome in the us. 

Early February, the us Senate 
barred recipients of the government 
bailout from hiring Indians and other 
foreign workers through the skilled 
worker visa (H-1B), if they had laid 
off Us employees in the previous six 
months. H-1B visas are capped at 
65,000 a year at present. Indian professionals, mostly 
from the IT sector, account for a majority of these. 

What has prompted the Us move is the deteriorating 
job climate and the alarming unemployment figures for 
January 2009, us employers eliminated 598,000 jobs in 
January and the unemployment rate shot up to 7.6 per 
cent, according to the Bureau of Labor Statistics of 
the us Department of Labor. 

50, how will the curbs impact Indian techies? Says 
Ganesh Natarajan, Chairman, NASSCOM: *The immediate 
impact on Indian techies will be minimal. But what 
makes the situation worrisome is that the demand 
continues to be weak. Secondly, from the directional 
point of view, the move is not good." 

The issue is much bigger. Indian rr majors, the 
biggest recipients of H-1B visas, are unlikely to send as 
many employees as in the previous years because the r1 
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sector, both in India and the US, has 
slowed down. Sect ndly, in the midst 
of mass layoffs, professionals with 
H-1B visas are without jobs, trigger- 
ing a reverse migration. Thirdly, 
the banking sector in the vs—re- 
cipient of TARP (The Troubled Asset 
Relief Program)—will not hire these 
professionals due to the curbs. “It’s 
a bad vear for anyone who aspires to 
go to the Kris 
Lakshmikanth, Founder cro, The 
Headhunters. 

What's more, the Senate move is 
unlikely to spur hiring for Americans 
in the us. Vivek Wadhwa, Senior 
Research Associate, Labor and 
Worklife Program, Harvard Law School says: *The 
hiring limits will have no effect on hiring or create any 
new jobs for Americans. But they will damage the rep- 
utation of the Us as a land which welcomes the world's 
best and brightest and these people will go elsewhere." 

Already, tens of thousands of highly skilled workers 
are beginning to return home from the us to countries 
like India and China, he says, adding that there are over 
| million in the Us on visas like H-1B waiting for green 
cards. “Even though thousands are coming back, there 
are tens of thousands more who want to come but the 
opportunities aren't here anymore," he says. 

Britain has been quick to follow the us by putting in 
place new immigration restrictions on professionals 
from India and other non-EU countries. The labour 
pangs, it seems, are here to stay. 

SAUMYA BHATTACHARYA 
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Senior Management Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


JSW Steel Ltd, AGM - Finance, 
Mumbai, 10 - 15 years, Job ID: 5707739 
Applicant will be heading a team of around 5 
in accounts and finance dept. Will be 
responsible for cash flow, banking, budgetory 
controls and payments at the site. Balance 
sheet finalisation. 


Indiana Group, General Manager - 
Finance, Mumbai, 20 - 25 years, Job ID: 
6790565 

Responsible for finance and accounts 
functions expecially in the areas of MIS, 
accounting, budget monitoring, finalizations 
of accounts, forecasting, taxation, periodic 
financial reports, strategic planning, 


accounting policies, banking. 


Ciena, Services Sales Manager, Delhi, 
Gurgaon, 7 - 15 years, Job ID: 6663682 
Responsibilities will include general sales 
strategy, services product positioning, pricing 
and comprchensive deal margin analysis, 
comparative pricing analysis, contract term 
negotiation and closure. 


Aludecor Lamination (P) Ltd, Dy. 
General Manager (Sales & Mktg), 
Delhi, 20 - 25 years, Job ID: 6793628 
Applicant must develop very good exposure 
to architects, builders, promoters, structural 
consultants, interior designers & fabricators. 
Must be from building material industries 
preferably from laminates, aluminium or glass 
& glazing related products, plywoods, 
ceramics. 


eGrove Systems Pvt. Ltd, Sr. Finance 
Manager, Pondicherry, 8 - 13 years, Job 
ID: 6784297 

Handling financial accounts, product costing, 
taxation, MIS, central excises. Considering 
corporate office reporting to VP Finance and 
in manufacturing unit reporting to Finance 


Head. 


Fabgear Corporation, Regional Sales 
Manager, Pune, 4 - 14 years, Job ID: 
6784635 

Duties will involve: Selling of manual and 
mechanised plasma cutting systems in the 
region Maharashtra (Except Mumbai) and 
Goa. Responsible for business developmentin 
given area and for achieving mutually set 


targets. 
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CICB Chemicon Pvt Ltd, Manager - 
Finance, Bangalore, 12 - 15 years, Job 
ID: 5643642 

Commerce graduates with additional 
professional qualification like ICWA, ACS or 
CA. The person will be responsible for 
finalisation of accounts, audit, direct & 
indirect taxes, filing of all tax returns, 
attending to assessments, liaison with 
consultants etc. 


Pangea3 Legal Database Systems Pvt 
Ltd, Sr. Manager - Finance, Mumbai, 5 - 
12 years, Job ID: 4579098 

Candidate must be proficient with MS Office 
especially Excel. Exposure to the reporting 
tools (MIS Reporting) & finance accounting. 
Excellent communication skills and more. 


Eurostar Communications Private 
Limited, CEO / MD / Country 
Manager, Mumbai, 15 - 20 years, Job 
ID: 6783994 

Responsible for enhancing the performance 
of the businesses division globally covering 
the entire geography by formulating and 
implementing financial strategies needed to 
boost growth and support the business needs 
and more. all accounting functions. 


Jindal Steel & Power Limited, Sr. 
Manager / AGM / DGM - Fund 
Raising, Delhi, 8 - 15 years, Job ID: 
6767335 

Key Functions: Financing from financial 
institutions, banks, Indian Capital market, 
funding from PFC, REC, overseas funding 
like multilateral credits, ECA/ECB’s, 
ADR/GDR, innovative financing and more. 


Pel Software Labs Pvt Ltd, Manager 
(Operations), Delhi, 10 - 15 years, Job 
ID: 6569455 

He/She must have strong decision making 
ability, good communication skills, expert 
execution capability, exemplary analytical 
skills, should be task oriented, have a solution 
centric approach and more. 


Oracle, Program Manager, Bangalore, 
10 - 14 years, Job ID: 6774193 

Manager with 5+ years experience as Program 
Manager/Practice Manager. Exposure to 
support type of engagements around Oracle 
software. Exposure to ITIL/ PMO/ PMP 


processes. 


To know how to apply for these jobs, go to finance jobs listing page. 


Mahyco Seeds limited, Gener 
Manager (Finance), Mumbai, 15 - i 
years, Job ID: 6778973 

Duties will involve: Strategic financ 
planning & budgetary control. Tax planni 
for company and group investme 
companies. Handling corporate income t 
matters. 


Singhi Advisors Ltd, Director/ He: 
, Delhi, 10 - 15 years, Job ID: 1927956 

MBA, preferably with an engineeri 
background from a reputed institute or a C, 
ICWA. Experience with Investment Bank 
Consulting Firms/ FlIs/ Banks/ Lar 
Corporates having multi-functional activiti 
etc. 


Cognizant Technology Solutions F 
Ltd, Manager- Hyperion, Chennai, 1: 
16 years, Job ID: 6795152 

Incumbent must have at,least 2 life cy 
implementations of Hyperion Planning 
Hyperion Financial Management / Financ 
Data Quality management / Financial 
interactive reporting. 


Elgiva Business Solutions Pvt L 
Head - IT, Bangalore, 8 - 15 years, J 
ID: 6794550 

Ensure SAP implementation is complete in 
locations and functions with compl 
training to all. IT strategy for the busin 
needs, vendor management, infrastruct 
management and more. 


Yahoo Software Development India ] 
Ltd, Principal Engineer, Bangalore, 
12 years, Job ID: 6690794 

Aspirant with 8+ yrs exp with large sc 
architectures, Strong hands-on experie! 
with PHP, HTML/DHTML, CSS, AJAX : 
Javascript is a must. Strong hands: 
experience with web technologies and mor: 


Ciena, Manager/Senior Manag 
Gurgaon, 11 - 20 years, Job ID: 664763! 
Person with strong software engineer 
skills, including object oriented analysis : 
design and large-scale C++ softw 
development. Experience with embedd 
real-time software and more, 
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ead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


'atni Computer Systems Ltd, Oracle 
)BA, Mumbai, 3 - 10 years, Job ID: 
795176 

roviding 24/7*365 DBA database support. 
astallation / configuration of Oracle 9i/10g 
n Linux, Unix, HP and window platforms. 
\racle 10g RAC installation and maintenance. 


'EI India Pvt Ltd, Software Engineer / 
rogrammer, Chennai, 3 - 7 years, Job 
D: 6795171 

pplicant with software development 
«perience in Java/J2EE. Expertise with 
va/J2EE technologies: EJB, Hibernate, 
PP/Servlet, JSF, Ajax, Spring, design 
itterns. 


ccenture, SAP-PS (Project System) 
tofessional, Gurgaon, 5 - 12 years, Job 
2: 6793830 

ny graduate with experience of working on 
\P-PS Module. Should have experience in 
ne End to End Implementation project. 
sperience in CIN (Country India Version) is 
(added adavantage. 


ed Hat, Senior Software Engineer, 
ine, 5 - 10 years, Job ID: 6794120 
‘perience with LDAP servers or similar 
'twork-based technologies. Good 
iderstanding of PKI, digital certificates, SSL, 
d smartcards. Good understanding of 
ierating system technologies like kerberos, 
NS, SSH etc. 


xcel Technologies Pvt Ltd, C++ & 
JM Engineer, Gurgaon, 4 - 7 years, 
b ID: 6601793 

ndidate will be responsible to work in the 
oduct development team in the compression 
4 file processing domain. Job requires 
signing, implementing and/or maintaining 
: filters /compressors /optimizers and 
re. 


ack & white Business Solutions Pvt 
d, Technical Architect, Bangalore, 7 - 
years, Job ID: 6794346 

ll be responsible for technical architecture 
1 design for new applications using various 
2E technologies: weblogic application 
ver, |2EE, web services, SOA, Open Source 
a Frameworks and more. 





To know how to apply for these jobs, go to finance jobs 
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GTS e-Sérvices Pvt Ltd, Team Leader, 
Mumbai, 4-6 years, Job ID: 6049021 
Managing and mentoring the team. Analyzing 
and verifying Product Requirements 
/features. Estimating, monitoring and 
maintaining time lines for the product 
features. Liaison (daily) with the Product 
Team and Business Head. Imparting 
Technical knowledge to subordinates. 
Santech Cybernetics Pvt Ltd, DB 
Architect, Bangalore, 4 - 6 years, Job 
ID: 6666441 

Managing and mentoring the team. Analyzing 
and verifying product requirements/ features. 
Estimating, monitoring and maintaining time 
lines for the product features. 

Mila Software, Senior Systems 
Architect, Hyderabad, 12 - 22 years, 
Job ID: 6721175 

Architect with deep understanding of 
conceptual models, engineering frameworks, 
and large-scale software development. 
Excellent knowledge of modern software 
systems engineering and experience in 
building and operating distributed 
component-based software solutions. 


IP soft India Pvt. Ltd., Weblogic 
Administrator, Bangalore, 1 - 7 years, 
Job ID: 2197136 

Administrator will be responsible for 
webLogic application server administration 
experience, Tomcat administration, iPlanet 
administration, Unix command line, Apache 
administration experience. Must have good 
communication skills. 

Wipro Infotech, Solution Architect , 
Ahmedabad, Chennai, 8 - 8 years, Job 
ID: 6791933 

Responsible for integration solution 
architecture, test and deployment strategy 
preparation. Conduct relevant POCs. 
Mentoring and guiding a team. Providing 
inputs for proposals, estimation, EAI project 
life cycle management. 

DB Xento Systems Private Limited, 
Web Designer, Pune, 3 - 7 years, Job 
ID: 6563777 

Provide input and support for design 
functionality. Involvement in requirement 
gathering and understanding. 


Elgiva Business Solutions Pvt Ltd, I.T 
Head - Retail, Bangalore, 8 - 16 years, 
JobID: 6793045 

Continuous monitoring of SAP 
implementation and resolving all software, 
configuration and training issues. Support 
planning for meetings and coordination with 
board members and more. 


Calsoft Pvt Ltd, Windows Kernel 
Lead, Pune, 4 - 10 years, Job ID: 
6791731 

Aspirant with excellent technical expertise in 
Windows Kernel level programming, Must 
have worked complex projects in Windows 
Kernel. Good communication skills. Good 
leadership and mentoring ability. 


LogicaCMG, Sr. Oracle DBA, 
Chennai, 6 - 8 year, Job ID: 6793261 
Applicant should be extensively working on 
installation and configuration of Oracle 10g. 
Should be expertise in performance tuning 
and backup recovery (RMAN). Should have 
worked on ASM & RAC and more. 


VCentric Technologies Pvt Ltd, 
Software Engineer / Programmer, 
Hyderabad, 4 - 10 years, Job ID: 
6793169 

Programmers with SAP GTM 
implementations experience. Experience in 
integration with IS-Oil and SD, end-to-end 
implementation, price risk management. 


Fidelity Information Services India 
Private Limited, IT Manager, 
Chandigarh, 8 - 12 years, Job ID: 
6793773 

Role: People management, employee 
motivation, training, handle multiple 
locations, performance evaluation, feedback. 
Provide resolution to issues raised by the 
employees within the defined SLA, based on 
severity. 


IP soft India Pvt Ltd, IP Telephony 
(IPT) Experts (CCIE-Voice, CCVP), 
Bangalore, 1 - 11 years, Job ID: 5725450 
Experts in IP Telephony (IPT). CCIE- 
Voice/CCVP/ACS is required. Exp in Cisco 
Call Manager, UCM, Unity, IPCC, Avaya 
media servers, media gateway. 





listing page. 






Sales and Marketing Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Layam Inc, Territory Sales Manager, 
Delhi, Gurgaon, 2 - 4 years, Job ID: 
6794864 

Candidates with experience in industrial 
products are preferred. 


Time Vision Infotech, Sales 
Executive, Kolkata, 1-3 years, Job ID: 
6794537 

Responsible for contacting establishments 
and procurring contracts for a renound web 
development firm with excellent portfolio and 
client base. He should be smart and have very 
good communication skills. 


Sugal & Damani, Marketing 
Manager, Mumbai, 5 - 10 years, Job 
ID: 6640428 

Role: Development and implementation of 
branding and marketing strategies. 
Formulation of marketing concepts for 
product application. Development and 
implementation of marketing tools for 
promotion and advertisement. 


Earthsellers Hitech Homes Ltd, Sales 
Executive, Mumbai, 1-3 years, Job ID: 
6317609 

He/She should be graduate / MBA. Good 
knowledge of real estate market. Good 
communication skills. Inter personal skills for 
understanding the clients requirements and 
more. 


One 97 communications Pvt Ltd, 
Manager / Sr. Manager - Sales, 
Mumbai, 4-8 year, Job ID: 6422330 
Responsible for account management and 
sales with the existing account (Telecom 
Vertical / Media / OEMs / Enterprise client). 
He / She will be responsible for driving 
business growth through identification and 
more. 


AK Gandhi Cars, Sales Manager 
(Automobiles), Nagpur, 5 - 7 years, 
Job ID: 6793546 

Graduate with valid driving license and 
fluency in english. Manage: Sales bookings, 
customer info, customer feedback, delivery, 
accessories business. Manage and execute: 
Prospect qualification, sales efforts. 


Makro Technologies Pvt Ltd, 
Telesales Lead/ Manager, Hyderabad, 
3-5 years, Job ID: 6783153 

Any graduate with excellent team management 
skills to handle telesales and should be able to 
achieve set team target in a stipulated time 
frame. Should be able to monitor the sales 
process. Strong team management and 
communication skills. 

Janam Corporation Private Limited, 
Marketing / Sales Executiver, 
Mumbai, 0-3 years, Job ID: 6792882 
Duties: Marketing of diamond jewellery. Sales 
of diamond jewellery. Basics of manual 
jewellery designing - optional. Daily reporting 
of sales & inventory. Command over 
languages known. Knowledge of computer - 
MS-Office, Photoshop (optional). 


Sanmar Group, Regional Sales 
Manager, Delhi, Hyderabad, 6 - 8 
years, Job ID: 6670559 

Responsible for: Achieving the sales target and 
payment collection. Order processing, 
creating new customers in the region. 
Managing dealers’ network. Providing 
customer feedback and technical support for 
the product lines. 

Carlson Wagonlit Travel, Manager 
Sales , Bangalore, 3 - 7 years, Job ID: 
6525291 

Accountable activities: Identify incremental 
business opportunities by acquiring new 
regional/national corporate accounts and 
increase revenue for CWT and the respective 
location/branch. 

Iris Software Pvt Ltd, Inside Sales 
Manager, Delhi, 7 - 12 years, Job ID: 
6586110 

Ability to manage a team of inside sales 
executives. Train and mentor the team. Ability 
to manage multiple campaigns running at a 
given point in time. Organizational, 
communication, negotiation and problem 
solving skills. 

Aliens Group Info Pvt Ltd, Sales 
Executive, Hyderabad, 1 - 3 years, Job 
ID: 6758524 

Responsibilites: To be an excellent sales 
person with the ability to convince and deliver. 
Arranging daily client meetings and scheduling 
them accordingly. 


monster.com 


Technocrats Plasma Systems Pvt Lt 
Marketing Manager Automation: 
Mumbai, 4-7 years, Job ID: 6786622 

Duties will involve: Client visits ar 
presentations. Understanding custom! 
requirements. Preparing techno-commerci 
offers. Negotiations. Support to sales team fi 
visits. Preparing catalogues. 


Detection Instruments (India) P 
Ltd, Sales Engineer (PLC/SCADA 
Mumbai, Pune, 1 - 3 years, Job IJ 
6786981 

Looking for a technically qualified individi 
with a flair for selling who will drive our f; 
growing sales to oil & gas, petrochemic: 
refineries, gas pipelines, fertilizer, chemic 
pharmaceutical, power and mining segment. 


Web Development Compan 
Manager - Software Sales, Kolkata, . 
5 years, Job ID: 6787228 

Looking for professionals in the field of sa 
of software solutions and products. Must ha 
relevant working experience in sales and go 
communication skills. 


Radiant Solar Private Limited, Sal 
Managers, Hyderabad, 5-7 years, J 
ID: 6787840 

Aspirant must be a graduate in electrical a 
electronics engineering or science gradu: 
having minimum 5 - 7 yrs successful sa 
carrier in institutional sales of any engineeri 
product /systems. 


Sujan Media Works Private Limit 
Sales Executive, Hyderabad, 0 - 
years, Job ID: 6787985 

Looking for "sales executives" who have 
experience in media industry Candid 
should have 0 - 2 yrs of experience. 1 
wheeler should be must. Must have gi 
communication skills. 


To know how to apply for these jobs, go to finance jobs listing page. 
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inance Jobs 


ead in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


actus Communications Pvt Ltd, 
ccounts & Finance Manager, Mumbai, 
-6 years, Job ID: 6300078 

A, with experience, in IT/ITES/Service 
sdustry. Should have independently managed 
mance function of a small/medium size 
»mpany. Self-motivated, analytical and 
eadline-driven, 


oom Developers Ltd, Accounts 
»xecutive, Mumbai, 1 - 6 years, Job ID: 
784053 

xecutive with experience in accounting, 
reparation of balance sheet, profit and loss 
/c. Hands on experience and knowledge of 
xperience is must. Tally knowledge would be 
1 added advantage. 


pectral, Bank Reconciliation 
‘xecutive, Delhi, Gurgaon, 1 - 4 year, Job 
D: 6658638 

‘Com graduate. Excellent MS Excel. 
xperience in bank reconcillation or account 
ayable or accounts reconcillation. Excellent 
»mmunication skills. Excellent accounting 
1owledge/ exposure. 


eplicon Inc., General Accountant, 
angalore, 2-7 year, Job ID: 6791572 
icumbent with a strong commerce 
ckground with min. 2 yrs of exp. An 
cellent working knowledge of MS Office 
d Excel. Take full accountability of the 
sponsibilities; be motivated to complete a 
ik end to end. 


»tress Financial Services Ltd, 
‘counts Executive, India, 2 - 8 years, 
b ID: 6572278 

e job also involves co-ordination with 
aks, teams from other processes and various 
Jartments of the client for getting the 
ormation for closing the open items. 
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Earthsellers Hitech Homes Ltd, 
Chartered Accountant, Mumbai, 2 - 3 
years, Job ID: 6394088 

Job responsibilities: Completion of designated 
tasks and activities on specified timelines, 
Coordinating and communicating with foreign 
clients, NRI investors & FDI (Foreign Direct 


Investors). 


ConJoin Solutions Pvt Ltd, Sr. Executive - 
Finance & Accounts, Mumbai, 3 - 6 
years, Job ID: 6789452 

Post Graduate in Commerce or graduate with 3 
- 6 yrs exp. Experience in following is a must: 
Book keeping, banking & cash forecast, 
accounts payable/ receivable, legal compliances, 


SunGard Technology Services, Assistant 
Manager - Finance, Pune, 5 - 9 years, Job 
ID: 6787320 

Looking for a CA or a B.Com graduate with 
relevant working experience in finance, 


Weavex Services and Solutions Private 
Limited, Jr. Accounts Executive, 
Mumbai, 0-2 years, Job ID: 6787236 
We are looking for a B.Com fresher who has 
strong basics of accounting and is ready to get 
trained into the various other aspects as he 
grows with the organisation. Will be handling 
all accounting functions. 


McDonald's India (North & East) - 
CPRPL, Accounts Executive, Delhi, 6 - 
10 years, Job ID: 6408227 

Aspirant must have experience of handling 
the accounting areas such as maintenance and 
repair of equipment/building/others, utilities 
and security services. Data entry, preparation 
of journal vouchers, ledger scrutiny, vendor 
reconciliation and payments. 


or 


GPRS - enabled mobile 


no matter what. 
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Frost & Sullivan, Accounting 
Manager-CA, Chennai, 6 - 10 years, 
Job ID: 6786364 

Responsible for the following: All accounting 
functions, upto finalization of accounts and 
audit, of Chennai, Mumbai and other locations. 
Taxation matters, including service tax, income 
tax and tax audit. 


Fabgear Corporation, Accountant, 
Pune, 3-6 years, Job ID: 6784620 
Commerce graduate with knowledge of Tally. 
Candidate should be able to file sales tax & 
central excise returns. He shall be also 
responsible for payment collections. 


Srinath Jewellers, Chartered 
Accountant, Hyderabad, 3 - 5 years, 
Job ID: 6660185 

A qualified chartered accountant with 
experience in maintaining books of accounts 
in a multi-activity business group with interest 
in jewellery manufacturing and marketing in 
domestic and international markets and more. 


Toshima Packaging Pvt Ltd, 
Accountant, Gurgaon, 5 - 7 years, Job 
ID: 6778064 

Job holder should have good knowledge in all 
the accounting packages. Will be responsible 
for cash book, bank book, handling 
independently MIS reporting, — branch 
accounting, sales report and more. 


Radiant Infosystems Pvt Ltd, Finance 
Manager, Delhi, 5 - 7 years, Job ID: 
6777105 

Incumbent must be an ICWA or MBA from 
reputed institution. Additional qualifications 
in management will be added advantage. 
Duties will involve: maintaining and closing 
consolidated books and more. 
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The World of Sen 


The world's eminent social scientists pay homage to Nobel laureate Amartya 
Sen on his 75* birthday in this important collection. SRIVATSA KRISHNA 


ECENTLY, DURING A CONVERSATION, 
Ro of India’s intellectuals giants who 

is also a distinguished member of the 
present Cabinet, very correctly and kindly 
corrected my wrong usage of the term “I’m 
good", when he asked me how I was doing. 
He paraphrased Amartya Sen by saying 
something like this: *I am, aware that mod- 
ern usage has drowned the distinction 
between *being good' as a moral quality and 
*being well' as a comment on a person's 
health and I have long ceased worrying about 
the apparent immodesty of those of my 
American friends who, when asked about 
how they are, reply with manifest self-praise, 
‘I am very good’.” 

From things as small yet 
meaningful as the above to deep- 
ening our knowledge sweeping 
the domains of economics, poli- 
tics, philosophy, ethics and logic, 
Amartya Sen stands far apart 
from the subcontinental academic 
pack, as a visionary of our times. 
These two volumes are a tribute 
by his students and peers on his 
75th birthday. Kaushik Basu, who 
to my mind is India’s big hope 
for the Nobel once he puts on 
some grey hair, and Ravi Kanbur 
of Cornell, pack together an ex- 
cellent collection of essays, spread over 
1,300 pages, each of which contributes to 
furthering our understanding of the subject 
matter at hand and does so most impor- 
tantly by connecting the past to the present 
and the future. 

The first volume deals with matters of 
ethics and moral philosophy, which form 
the roots of modern day social choice and 
welfare theory. Essays in this volume go into 
exploring Amartya’s famous capabilities 
approach to social evaluation, matters of 
evaluative measurement and social choice 
theorem. John Broome tries to add to 
Amartya’s favourite subject regarding the 





VOLUMES I & II 
PUBLISHER: OUP 
PAGES: 1,312 (combined) 
PRICE: Rs 3,500 (for the set) 


importance of ethics in economics, some- 
thing which is hotly contested both for and 
against, by equally persuasive arguments in 
mainstream economics today. Broome ar- 
gues that a large part of economics is a 
branch of ethics alluding to the practical 
parts of economics, which seeks ways to im- 
prove the economic performance of systems 
and policies. He argues persuasively that 
since this branch of economics deals with 
how things ought to be done and involves 
mediating in conflicts between people, nor- 
mative claims become ethical as well. So, 
for example, should interest rates go up or 
down (which will lead to a conflict of inter- 
est between lenders and borrowers) is an is- 
sue where economics and ethics 
unite, according to Broome. 

The second volume deals with 
institutions, society and develop- 
ment. Sunil Khilnani argues that 
democracy ensures that politics 
replaces the sovereignty of rea- 
soning and the test of its end- 
urance lies in its ability to deal 
with the claims of the irrational 
and the self-interested. Montek 
Ahluwalia lucidly presents the 
key conundrum facing policy- 
makers in India: India's rapid 
growth has come at the expense 
of distribution, yet without high growth, 
distribution objectives cannot be met. 

In other notable essays, Ashutosh 
Varshney builds brilliantly on Sen's theory of 
entitlements by examining the link between 
poverty and famines, while Rehman Sobhan's 
paper focusses on the various interventions 
currently on to democratise development in 
South Asia and the challenges faced therein. 

These books reveal the work of some of 
the best minds in social sciences today. They 
are must-buys for every serious student of 
economics as well as policy makers. 8 

The author is an IAS officer. 
Views are personal 


This book fields essays by a host of academic luminaries, including Joseph E. — — 
Stiglitz, Sunil Khilnani, Ashutosh Varshney and Francois Bourguignon. 4 
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India's Unfree 
Workforce 

Edited by Breman, 
Guérin and Prakash 
Oxford University Press 
Pages: 399 

Price: Rs 895 

Targeted at 
policymakers, NGOs 
and students of social 
sciences, this volume 
presents the plight of 
bonded labourers who 
are an inextricable part 
of India's growth story. 
The book also sheds light 
on the historical, political 
and legal aspects of 
labour bondage in India. 





The Battle 
Against Hunger 
by Devi Sridhar 

Oxford University Press 
Pages: 229 

Price: Rs 695 


Why have strategies to 
combat hunger in India 
failed so badly, where 
half the country's pre- 
school population is 
undernourished? Using 
a case study of a World 
Bank nutrition project, 
this book looks at the 
structures that 
perpetuate 
undernutrition. 


THE FUQUA 
SCHOOL 
OF BUSINESS 








DUKE UNIVERSITY IS IN YOUR CITY! 


THE DUKE FULL TIME & CROSS CONTINENT MBA PROGRAMME 
INFORMATION SESSION 





Day, Date & Time Venue 
Wednesday, March 11",7 PM Chennai Taj Mount Road | Summit 
Saturday, March 14", 7 PM New Delhi Taj Palace | Shajahan 


Wednesday, March 18", 7 PM Mumbai Taj Lands End | Ballroom 


Saturday, March 21", 7 PM Pune Taj Blue Diamond ! Russet Hall 
Wednesday, March 25", 7 PM | Bangalore | Taj Residency | Vijaynagar 
Saturday, March 28^,7 PM | Chennai | Taj Connemera | Ballroom 
Wednesday, April 8", 7 PM | Mumbai | Taj Lands End ! Salcette 1 & 2 
Saturday, April 1 1*7 PM | Hyderabad | Taj Deccan ! Kohinoor 


Wednesday, April 15",7 PM New Delhi Taj Mansingh | Diwan | Am 





Registration Mandatory, please log in to register free htt CC qua.duke.edu/pws/| 
Kindly bring confirmation mail for admission to Information session. 


INDIA: Vinoo Urs, Regional Director - India, Mob: +91 99993 88555, E-mail - vu3@duke.edu 


Duke University, The Fuqua School of Business 
1 Towerview Drive, Box 90120, Durham, NC 27708-0120 USA. Tel +1.919.660.7700, Fax +1.919.684.2818 
www.fuqua.duke.edu 





Back of the book 





As the ‘Google Bus’ traversed small towns in south India to understand 
Internet illiteracy, NITYA VARADARAJAN went along to share in the experience. 


The mountain comes to Mohammad: 
D. Rama, a 48-year-old housewife 
VC from Vellore is thrilled as she listens to 
EC z 3 the voice-activated services of Google 


PHOTOGRAPHS BY H.K. RAJASHEKAR 
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HEN PREM RAMASAMI 
(27) informed his 
grandmother a few 
years ago that he 
had got a job with 
Google in the us, he had a tough 
time explaining what Google did 
and what the Internet was all about. 
"You aggregate information and 
disseminate it like a public librar- 
ian?" she asked. Despite India being 
recognised as an IT powerhouse, 
the bulk of semi-urban Indians are 


Learning 7 
Experience, — 





What Google gained from its 
Vellore and Krishnagiri 
experiences. 


@ Regional language applications 
and keyboard are essential for 
wider popularity of the Net and 
Google 


@ Schools need to be encouraged 
to have Internet connection in the 
computer labs 


® There is a need to explain to 
villagers how to browse pamphlets 
before going to cafés 


@ Accessing data through mobile 
services a hit. Google is planning 
to aggregate more data for this 


no better than Ramasami's grand- 
mother. Google wanted to find out 
why. It retrofitted a bus with vsAT 
equipment and computers and 
video screens to ride out the dusty 
country roads of semi-urban towns 
in Tamil Nadu, in a journey aimed 
at making the Internet a point of 
relevance in people's lives rather 
than just a matter of interest. 
Ramasami's grandmother, the 
first among Internet illiterates to 
board the bus enjoyed the experi- 


ence of sending an e-mail for the 
first time in her life, in the only lan- 
guage she knew, which was Tamil. 

Internet usage in India is still 
restricted to just 45 million peo- 
ple. Compare this with neighbour- 
ing China, where a staggering 221 
million people use the Internet to- 
day. “Despite broadband connec- 
tivity, and cyber cafés charging as 
low as Rs 10/hour, we find huge 
Internet unawareness,” says Prasad 
Ram, Centre Head & Engineering 
Director, Google R&D, India. 

Google hopes to promote better 
usage, create new products, 
simplify existing ones and scale 
them globally. 

The bus will ultimately cover 
15 towns across Tamil Nadu in 45 
days and show the people how the 
Internet can fulfill the information, 
education and entertainment needs 
of users. It began its journey of dis- 
covery on February 5 in Vellore, a 
Tier 2 town, 150 km from Chennai. 

The first and perhaps the largest 
problem that the Google team faced 
was of language. Tamil, along with 
Hindi, is the most widely used lan- 
guage on the Internet at 19 per 
cent and yet, regional language 
keyboards are scarce. This barrier 
was only circumvented in part by 
using the Indic language keyboard 
offered by several sites—but users 
had to reach them through the 
English language. 

At the Voorhees Higher 
Secondary School in Vellore, boys 
from Tamil and English medium 
schools, showed curiosity and 
interest in the 5-10 minutes allotted 
for each batch. “We used Google 
maps to locate our school, houses 
and the nearby Golden Lakshmi 
temple,” said S. Vinod, a 9th stan- 
dard student. Others were thrilled 
with the messenger services, the 
search results that threw up images 
of their favourite film stars and the 
inevitable cricket score. “How do 
we register for e-mail—can it be 








The Google Bus: Fitted with VSAT 
connectivity, video screens with 
speakers and Internet connection, the 
bus will be in Tamil Nadu for 45 days 
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Googled: Schoo! students who came in 
large numbers were thrilled with the 
messenger services and that they could 
search for so much information 





Loving it: A 9th standard student of the 
Voorhees Senior Secondary School checks 
out a video screen with speakers—the first 
time he has come in contact with the Intemet 
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done in the local language?" was a 
common query. 

Lack of knowledge about tech- 
nology and cost of Internet access 
were other obstacles that the Google 
team came to know of. S. 
Gnanashekaran, a maths teacher at 
Voorhees, who had his first peek at 
Wikipedia and YouTube, said: “If 
the Internet helps to explain my sub- 
ject better in the class, I would love to 
include it in the classroom.” Sadly, 
such technology is almost non-exis- 


- What the 
. future hold 


Why Google is interested 
in the initiative. 


Q The Centre has allocated Rs 99 
crore for Indian languages transla- 
tion projects under the 11th Plan 





@ The $1.6 billion domestic BPO 
market is set to explode in Indian 
languages, creating a 

demand for many more regional 
language applications 


® Google wants to replicate the 
Webdunia model of reaching a 
million students through Indian 
language portals 


Q i the bus initiative results in 
greater use of the Internet in rural 
Tamil Nadu, Google will replicate 
the excercise across the country 


tent in rural India. A dip stick survey 
by BT revealed that 90 per cent of the 
800 students who boarded the bus 
on February 5 did not know any- 
thing about the Internet. 

The team also found that 
though cyber cafés charged low 
rates, cost was still an issue for 
those who used mobile phones— 
more for the free incoming 
calls—and investing in a home 
computer entailed a big sum. 
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Parents were also not sure how 
their children could actually learn 
lessons better at a cyber café than 
through tuitions. Nevertheless, 
wherever the bus halted, middle- 
aged men and women learnt what 
the “mouse” looked like and how 
to apply for jobs. A mother of 
two, D. Rama (48) said: “The 
Google Bus has made everything 
so simple. They don’t teach all 
this at cyber cafés.” 

In Salem and Pollachi schools, 
Google had to use auditoriums 
to interact with the 5,000-strong 
audience comprising students, par- 
ents, teachers. “While everybody 
was shown a video explaining how 
to use the computer and browse 
for information, the quality of 
broadband connectivity and power 
cuts were major issues," says 
Nishant Nair, Online Operations 
Representative at Google. 

What made the guys at Google 
happiest, however, was the interest 
their mobile phone services 
generated in towns where broad- 
band speed is less than average. 
“Voice enables us to reach 
non-users while still leveraging our 
core strength in search,” said Ram, 
adding that Google was commit- 
ted to developing more products 
for this segment, after assessing 
user interest. 

“We are keen to extend our 
mobile service offerings to all parts 
of India. Voice is going to play a 
big part in it,” says Ram. 

As the bus wound its way 
through Tamil Nadu’s heartland, 
Google gained further insight into 
issues surrounding Internet use- 
age (see box Learning Experience). 
But for many people who made it 
to the bus, life changed signifi- 
cantly. S. Anbarasu, an auto me- 
chanic, realised that he could find 
technical information about two- 
wheelers on the web. Internet, 
he admitted, had arrived in his 
life. And, perhaps, in the lives of 
many others. 








All agog: Interested children with 
their parents check out Google's 
search technology aboard the bus 
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Testing the waters: A boy 

uses Google maps—to locate his 
school and the nearby Golden 
Lakshmi temple in Vellore 





Age no barrier: By evening, not just 
students but many elderly men and 
women from villages crowded the bus 
to browse information and pictures 


IIMA-ESSEC GLOBAL MANAGEMENT PROGRAM 
ON LUXURY MANAGEMENT 


OBJECTIVE: 

This program will provide an in-depth training on 
the luxury business, its specificities, implementa- 
tion of a luxury strategy and the exciting opportu- 
nities in this industry in emerging markets such as 
India. Studying the business models and best 
practices of the luxury market, participants will 
strengthen their understanding of management 
competencies in the Luxury Industry. Drawing on 
the expertise of both schools of higher education, 
students will expand and share horizons of 
knowledge in the business context of the Indian 
and French/European luxury markets. In under- 
standing the nuances of this unique sector and the 
intangibles that make the industry unique, 
participants will gain a competitive advantage in 
these two challenging markets that will allow 
them transform and build international strategies 
of creating a luxury brand from the perspective of a 
developed nation and that of an emerging market, 
herein India. 


CONTENT: 

a) Anthropology of luxury consumption; b) 
Branding experience; c) Service dimension in 
luxury brand management; d) Effective loyalty 
program designing and implementation; e) 
Competitive strategy & managing multi-brand 
conglomerate; f) Finance and private equity in 
luxury industry; g) Understanding markets and 
consumers; h) Determining potentials of markets - 
location and formats; i) Managing funds & costs; j) 
Enhancing supply chain and information efficien 
cies; k) Using technology to enhance customer 


EXECUTIVE EDUCATION 


experience and efficiencies; |) Customer value based 
retailing strategy; m) Pricing for brand building; n) 
Managing people in the luxury industry. 


FOR: 

Professionals with a minimum of 5-7 years of full- 
time professional experience are eligible to apply. 
Suggested profiles include: a) Senior Executive (VP, 
GM); b) Line-Managers (Brands, Stores, 
Merchandisers); c) High Potential Young Managers; 
d) Experts in Luxury & Fashion Industry operating in 
Europe/ France and Indian sub-continent. 
Experience in the following roles is preferred but 
not limited to: a) Commercial (New Business 
Development) Directors; b) Marketing Directors; c) 
Strategy Directors; d) Logistics Directors; e) 
International Controller; f) Export Directors. 


FEES: 
Euro 8000 
(for non-Indian participants) 


INR 499 000 
(for Indian participants) 


COORDINATOR: 
Prof. Prathap Oburai (prathap@iimahd.ernet.in) 
OR mdp@iimahd.ernet.in 





For more information contact: 

IIMA, Vastrapur, Ahmedabad 380 015, India 
Tel: 91-79-6632 4072-77, 

Fax: 91-79-2630 0352 (MDP) 
E-mail:mdp@iimahd.ernet.in f 

Website: www. itd. emet ub P 


DATES: 


June 15-19, 2009 (ESSEC Business School, Paris, France) 


August 17-21, 2009 (Indian Institute of Management, Ahmedabad, India) 
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Great Educational Tool 


The Asus Eee Top 1602 costs a packet, but could become 
your pre-teen's best friend. KUSHAN MITRA 


OW MUCH DOES IT COST?" 1 ASKED, INCREDULOUS 

at the answer I received from the Corporate 

Communication Officer who had come with 
the new Asus product. “Rs 44,000 is the maximum ret- 
ail price," he said. This fact alone would have led us to 
consign the product to the dustbin of scrapped 
columns. But this was different. The Asus Eee Top 
might be a toy, but it does give an interesting pointer 
to the future of computers. 

Admittedly, this was not the first touchscreen 
desktop we had used. For a few months, one of the 
spare cubicles in our office had the brilliant, 
but humongously expensive HP Touch- 
Smart sitting around. The Eee Top 1602 is 
a different sort of monster, smaller and 
nowhere nearly as powerful. It has the 
same innards as Asus’ 1000 series net- 
books. It boasts of the same Intel Atom 
N270 1.6 Ghz processor, one gigabyte of 
memory, a 160 gigabyte hard-drive and a 
1.3 megapixel web camera. Like a standard 
Eee pc, there is no optical 
disk drive and since this 
is a desktop it lacks a 
battery as well. 

So, why would 


Inside the Eee Top 


Intel N270 chipset with Atom 
1.6Ghz processor 


1GB DDR2 RAM 


15.6-inch touch widescreen 
Price: Rs 44,000 (plus taxes) 


Software: Preloaded with 
Windows XP; Asus’ proprietary 
touch and multimedia software 








one pay twice as much as a bog-standard netbook? 
Well. for one, Asus has done a brilliant job with the 
touch interface and the ‘Easy Mode'—a large icon 
and font display when you are using the touch int- 
erface. Even though the machine was running 
Windows XP, the touch interface was relatively shud- 
der-free and there were no unexpected surprises as 
we tried using it. 

The ‘Easy Cinema’ and ‘Easy Camera’ tools—a 
media player and the webcam interface, respectively— 
were remarkably easy to use. The camera tool even had 
a ‘YouTube’ button to directly upload 
a video taken with the web camera. 

| can really see the Eee Top as 
being a fantastic educational tool 
for pre-teens. There are some draw- 
backs, though. Unlike the HP 
TouchSmart, which could perform a 
whole host of applications without 
any lag (including a decent load of 
Adobe Photoshop)—the Eee Top 
would fail miserably at such a task. 
However, it is rather unlikely that a 

10-year-old would be work- 

ing on Photoshop and 
adding effects on the 
camera tool. Still, would 

you spend Rs 44,000 on 

a piece of hardware for 

your child? If you have 
been relatively unscathed 
by the economic slow- 
down, this has the potential 
(along with some decent 
educational software) to be 
of a great educational value. 
The first Eee pcs blew open 
the netbook category and gave 
us an indication of where lap- 
tops were heading. Maybe the 
Eee Top is an indication of the 
direction that desktops are tak- 
ing. Would I buy one? No, since I 
like having oodles of processing 
power and memory at my disposal. 
But then again, I don't have a ‘tween’ 
at home either! พ 
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bt treadmill 





VERY ONCE IN A WHILE, A 
E=" goer reaches an in- 

explicable plateau that pre- 
vents him from seeing any new 
results, despite a disciplined 
workout regime. This is, no 
doubt, a frustrating experience, 
but with just a bit of foresight, 
and an informed workout, can 
be turned into an opportunity 
that'll not just make your gym 
routine more exciting, it'll help 
you see noticeable increase in 
size/results as well. 

Men's Health expert Mike 
Meija, M.S., C.S.C.s. suggests “con- 
trast loading", a workout which 
builds size and strength by com- 
bining heavy and light repetitive 





similar to “super sets", which 
combine multiple exercises with 
reducing intensity. The differ- 
ence is, this routine makes you 
go back to the original move- 
ment to increase stress and im- 
prove results. 

For each of the following 
exercises, do 4 or 5 reps using a 
heavy weight. Without resting, 
drop to a lighter weight and do 
12 to 15 more. Then switch back 
for another 4 or 5 reps. Rest 60 
seconds, then move on. 

Following this full-body rou- 
tine every alternate day for four 
days is enough to break out of 
your plateau, and start seeing 
noticeable results. Here’s looking 


Better the Contrast! 


forward to next week... 





lifting. The technique may be 








1. Dumbbell incline Press 2. Dumbbell Lunge 3. Cable Seated Row 4. Swiss-ball Crunch 
Place a pair of light dumb- Set aside a light pair of Attach a bar to the low Lie on a Swiss ball so your 
bells on the floor beside an dumbbells and hold a heavy pulley of a cable-row station. lower back curves over it. 
incline bench. Now grab a pair straight down at your Sit with your torso erect and Curl your body up and 
pair of heavy dumbbells, lie sides, feet hip-width apart. hold the bar, plams down. slightly forward, lifting 
on the bench, and hold the Stride forward with your right Pull your shoulder blades your shoulder blades 
weights along the outsides foot until your right thigh is back, then pull the bar to off the ball. Slowly lower 
of your chest. Press the parallel to the floor and your your sternum. Keep your yourself and repeat. 
weights up, then lower left knee is an inch off the elbows up. Pause, then re- Hold a lightweight plate at 
them. Alternate weights to floor. Push back up to the turn. Do four or five reps, your chest for the 
complete the E starting position and lighten the weight, heavy reps. 
contrast sets. T \ lunge forward with then continue. 
1 2 | your left leg, then 3 4 f. 
F / 7 tetum to the š | ` 
a | starting position. F f Á 7 Pop 
That's one rep; L pe 
| do4or5 reps, : CC 4 | 
then the con- < PNY 





T trast sets. 


[| | — | 
Jamal Shaikh is Editor, Men's Health. You may write in to him at jamal.shaikh@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers should exercise 
caution and consult a physician before attempting to follow any of these 
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Destination 
BAZAAR 


INDIA 


Harper's Bazaar magazine has celebrated style and fashion for over 140 years, 
With bold design, provocative photography and cutting edge imagery, Harper's 
Bazaar now finds its way to the new, emerging fashion destination- India. The 
Indian Edition of Harper’s Bazaar appeals to the sophisticated, elegant, global 
Indian woman. Each page is a work of art, a thrilling temptation. Each page 
celebrates the Indian woman's style and each issue her individuality. Harper's 


Bazaar India tells you all that is new, all that is next and all that is here to stay. 


BAZAAR 


Launch Issue on Sale INDIA 
NOW in Ind la! Where Fashion gets Personal. 
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UMESH GOSWAMI 


Sudden Exit 





HE IS KNOWN TO TAKE RISKS 
and strike big deals, but 
is in unwind mode at the 
moment. KUNAL DASGUPTA, 
54. one of the longest- 
serving CEOs of any media 
company, called it quits 
from MSM (formerly Sony 
Entertainment Television), 
the broadcasting joint 
venture between Sony 
Pictures Television İnter- 
national and a clutch of 
Indian promoters, after 
13 years. His exit comes 
three months before the 
expiry of his contract in 
June 2009. *I wanted a 
break for sometime,” is all 
that Dasgupta is willing to 


say. The grapevine? The top deck at Sony Pictures was getting 
restive over the lacklustre performance of the Indian broad- 
caster. That might just have resulted in Dasgupta's uncere- 


monious departure. 


The | 
Homecoming 


BY THE MONTH OF MAY, ICICI BANK 
will have a new young turk on its 
board. NARAYANAN SRINIVASA 
KANNAN, a bank veteran with more 
than 17 years of experience, will 
join the board as Executive Dir- 
ector. An alumnus of tIM-Bangalore 
and a Chartered Financial Analyst, 
he will also preside over the CFO 
hot seat—taking over from 
Chanda Kochhar, who has been 
named the CEO. Kannan, 43, is 
on familiar terrain as he had the 
same work profile before shifting 
base to the group's life insurance 
subsidiary for almost four years. 





NEHA NATH 


His homecoming has also pushed him up the succession ladder at the 
bank with other young leaders like V. Vaidyanathan and Sonjoy 
Chatterjee, also executive directors. For now, though, Kannan’s 
focus will be navigating the finances of a bank that is facing its 
biggest battle in the current slowdown and possible recession. 
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Turnaround 
Storyteller 


TURNAROUND MEN IN PUBLIC SECTOR 
are hard to find. But SUDHIR KUMAR, 
52. osp to Railway Minister Lalu 
Prasad Yadav, is just that. He is credited 
with turning around the Indian 
Railways financially in the last five 
years. Unassuming to a fault, Kumar, 
last fortnight, came out with a book on 
the story of that transformation— 
Bankruptcy to Billions. He says he had 
none of the options that Jack Welch 
talked of in his simple management 
strategy of “fix, sell or close". Instead, 
Kumar had to respect his minister's 
political mandate. Nevertheless, he did 
manage to rejig the behemoth. “Could 
we have done it better or differently? 
Yes. Could we have worked harder, or 
could our intentions have been more 
genuine? No,” he says. This year some 
of the shine off that turnaround may 
have worn off, but Kumar will surely 
leave Rail Bhavan a satisfied man. 


RAVINDER REDDY 
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Akula's Big Buy 


“NO, IT DOES NOT OVERLOOK LAKE MICHIGAN; IT JUST 
overlooks a pond," says VIKRAM AKULA, responding to a ques- 
tion on his new asset acquisition in the Us. Not willing to 
share details of his *personal buy", Akula, 40, Founder & 
Chairman, SKS Microfinance, confirms he has indeed bought 
a house—in suburban Chicago in October last year. He will 
not tell, but it is reported to be around $855,000 (Rs 4.2 
crore approx.) for 4,100 sq. ft. Is he not deterred by the 
slowdown or by the fact that he leads a business that is 
involved in providing small loans to the poor? “I do not 
think vou have to live in poverty to make an impact. A per- 
son in microfinance can do financially well and yet, make a 
tremendous impact," he says. The over-riding factor for him 
was the need to get a place near his eight-year-old son 
Tejas, who stays with his former wife in Chicago. "I now 
want to be a dad first and a chairman later," says Akula. He 
has taken to that role, having just become the assistant 
coach to his son's football team called Chargers. 
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Batting for Women 


"DID YOU KNOW THE FIRST WORLD CUP OF CRICKET 
was held for women?" asks ANJUM CHOPRA, 
31. While even die-hard cricket buffs might 
not be acquainted with that, Chopra surely 
would. She is set to play her fourth successive 
world cup in March 2009. Yet, endorsements, 
a given for men's cricket, have eluded this 
charming former captain of Indian women's 
cricket team. "It only goes on to show the un- 
popularity of women's cricket in India and it's 
time something was done about that," she says. 
Walking the talk, Chopra will launch a website 
on women's cricket in late March after she re- 
turns from the icc Women's World Cup Down 
Under (March 7-22). What's more, Chopra 
with co-author Sunil Kalra is working on a 
coffee table book, tentatively titled Women’s 
Cricket World, that traces the history of women’s 
cricket. An MBA, Chopra works for Air India and 
has often been compared with former England 
captain David Gower for her batting style. “It's 
time we got our own idols (in women s 
cricket),” says the Arjuna awardee. 8i 
INI 5 
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ANAND ADHIKARI, SHA 
KUMAR SHARMA AND SAUMYA BHATTACHARYA 
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bt leadership spotlight Vol.18, No. 6, for the fortnight March 9-22, 2009. 
Released on March 9, 2009. 


The Crisis Manager 


EEPAK SHANTILAL PAREKH IS ALMOST AS 

famous a brand as HDFC, the institution 

that he has helmed for decades. Little sur- 
prise, then, that India’s oldest and largest housing 
finance company won't let go of him—it rec- 
ently extended his tenure as Executive Chairman 
and hopes to convince him to stay on as a Non- 
executive Chairman the following year. But 
Parekh’s leadership extends way beyond HDFC. He 
has steered innumerable high power committees 
and successfully managed several crises—Satyam 
being only a recent one. 

Parekh is known as the man with the Midas 
touch—his much-publicised restructuring scheme 
for uri worked wonders for the once-struggling 
institution. This is probably why the govern- 
ment decided to call on him to help sort out the 
Satyam mess. 

A chartered accountant, Parekh has been known 
to have successfully gazed into the crystal ball in the 
past. In 1978, he surrendered a cushy job in a 
foreign firm to join his uncle’s fledgling mortgage 
business HDFC. He told BT recently: “I saw an 
opportunity and the job was also challenging as 
there were no housing finance companies then." 

Today, the housing major, HDFC, sits on an 
asset base of close to $20 billion (Rs 1 lakh 
crore). Parekh allows managers to run their re- 
spective divisions independently without any 
day-to-day interference. He has also been very 
conscious in building a second line of leadership 
at the parent HDFC, where he promoted his 
deputy, 54-year-old Keki Mistry, who has been 
officiating as Managing Director since 2000 
(and Vice-Chairman since 2007). 

“His leadership style is very inclusive and emp- 
owering. He is accessible to all and also goes out of 
his way to help people. That's evident in our 
Group's low attrition rate," says Renu Sud Karnad, 
Joint Managing Director, HDFC, who has been 
with the group for the last three decades. 

The 64-year-old's biggest contribution is the 
strong DNA that he has created within the group. He 
recently told BT: “The youngsters have to tread 
carefully. They have seen different phases of 
growth—the high and the low and also the bull and 
the bear phase. One has to be very prudent when 
lending and stay away from complex products 
that they don't understand." m 
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Deepak Parekh 


AGE: 64 


DESIGNATION: Executive Chairman, 
HDFC 


TROUBLESHOOTER 


Appointed on the Board of the 
beleaguered Satyam Computer Services 
to revive the software major 


Appointed member of the 
Investment Commission for facilitating 
greater FDI inflows 


Appointed Chairman of the Expert 
Committee set up by the Ministry of 
Power to look into reforms in the 

power sector 


Appointed Chairman of RBI's 
Advisory Group on Securities Market 
Regulation 


EET] Chairman of the high-level expert 
committee for strengthening UTI's US-64 


ELETI Member of Narasimhan 
Committee on banking reforms 


Member of Malhotra Committee 
on insurance reforms 
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oy the finer things in life with a tailor-made break from Emirates Holidays. 


ates-holidays.com 


From a private picnic on ส mountain 


Irek to a relaxing river cruise, the worl 


Is your oyster with Emirates Holidays 


With every last detail taken care of 


your summer break will be the holiday 


of a lifetime 


Destination 


5 nights 





London 
Paris 
Istanbul 
Vienna 
Athens 
Rome 


Cape Town 


Mauritius 


Rs 55,540 


Rs 50,090 
Rs 48,200 
Rs 45,870 
Rs 62,970 
Rs 65,400 
Rs 48,870 
Rs 50,450 





+2 nights 
in Dubai 

RS 48,05( 
Rs 67,50 
Rs 60,911 
Rs 58.58 
Rs /75,68( 
Rs 78.11 
Rs 61,586 
Rs 309 


Above fares include return Ee onomy Class airfare 


from Mumbai. three nights’ hotel accommodation 


in the destination with the option of Iwo nighr 


In Dubai, daily breakfast, return "rport rranster 


(except in London and Paris), room tax and 


service Charges. Offers are valid from Ist March to 


$0th June 7009 Marginal increase in pat kage 


price applies for travel from other cities in India 


rates are per person on twin sharing basis. Prices subject to change. For more details contact your local 
in Mumbai: 40974097 - Bangalore: 66294444 - Delhi: 66314444 - Kolkata: 40099500 - Ahmedabad: 66074 
* Hyderabad: 66234444 - Kochi: 23899999 - Thiruvananthapuram: 4084444 - Kozhikode: 4084444 or email akhnleindia@amirntan na 
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Holidays 


travel agent or Emirates Holidays 
444 - Chennai: 66834444 





Conversations for a Smarter Planet: 1 in a Series 





A mandate for change is a mandate for smart. 


The mandate for change today is not merely for political leaders, 
but also for managers of businesses everywhere. 


These volatile times have put the onus on businesses to focus on 
complex global systems now more than ever. And we have had an 
important learning from engaging in these systems: global 
integration impacts the way the world works. 


We have also realized, as the world gets ‘smaller’ and ‘flatter’ 
merely being connected is not enough to survive, let alone thrive. 


Fortunately, something is happening right now: our planet is 
becoming ‘smarter’. 


Here is how. With billions of inexpensive sensors being embedded 
inside everything, from trains and planes to livestock and 
medicines, our world is becoming instrumented, allowing systems 
and objects to ‘speak’ with each other. Linked to powerful backend 
systems, these instruments can analyze data and turn information 
into insights in real time, turning mere assets into intelligent assets. 


With so much ready potential, what would you not change? 
Consider these: 


The second annual Global Retail Theft Barometer Survey across 36 
countries in 2008 found that India has the highest shrinkage rate at 
3.1% (that's about Rs. 12,392 crores in losses). 


Over 87% of Indias poorest households have no access to credit at all. 


OSM 5656 IBM LOB o; 


Owing to its unique geo-climatic conditions, India is highly prone 
natural disasters. So much so, they cost the country 13% of its G! 
today and will go on to become a major stumbling block to 
economic growth by next year. 


The good news is, on a smarter planet, these problems are solvable 
Now, consider these 


Hindustan Petroleum Corporation Ltd. is now in the process 
implementing a tracking system for its Liquefied Petroleum C 
cylinders from the bottling plant to its distributor network, using 
Radio Frequency Identification (RFID) based solution, helping ct 
illegal diversions, while delivering an essential resource to consumt 


Financial Information Network and Operations Ltd., a technolc 
solutions provider focusing on micro customers, is helping me 
of the nations disadvantaged gain access to simple finan 
products to improve their quality of life. 


While it cannot eradicate natural disasters or even reduce tht 
technology can certainly help mitigate losses and alleviate hun 
suffering. Based on analysis of affected regions, relief agencies c 
be guided to manage people, resources and logistics in a far m 
efficient manner. 


Clearly, there is a pressing mandate for change today. And we hi 
the resources to get started. Log on to ibm.com/think/in and 
part of the revolution with IBM. 


i 
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IBM, the IBM logo, ibm.com and the globe design are trademarks of International Business Machines Corporation, registered in many jurisdictions worldwide. A current list of IBM trademarks is available ( 


Wah at “Canurinht and trademark information" at www ibm.com/legal/copytrade shtml 
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The new 
BMW 7 Series 
Sedan 


Sheer 
Driving Plea 


For more information visit www.bmw.in or contact your Authorized BMW dealer. 
North: Chandigarh: Krishna Automobiles +91 172 5041 000 Delhi and NCR: Deutsche Motoren +97 11 4309 0000 
Bird Automotive +91 11 3988 5577, BMW Studio +91 11 4360 7700 Jaipur: Sanghi Classic 4913414087 070 
South: Bangalore: Navnit Motors +91 80 2852 0060 Chennai: KUN Exclusive +91 44 4291 1111 
Hyderabad: Delta Motors +91 40 3028 2900 Kochi: Platino Classic +91 484 4009 966 
East: Kolkata: OSL Prestige +91 33 2251 7010 
West: Ahmedabad: Parsoli Motors +91 79 2684 1231 Mumbai: Infinity Cars +91 22 6714 5100 
Navnit Motors +91 22 2625 3333 Pune: Bavaria Motors +91 20 2614 1555 


ใบ เต เท อ ท ! and possible vehicle configurations illustrated in the advertisement 





BMW EfficientDynamics 


Less emissions. More driving pleasure. 


‘Vision is the ar 
~ - seeing thi 


Introducing the all-new BMW 7 Series. The statement. 


It's never about how far you've come. It's about taking the next step. From the average to the 
avant-garde. From powerful engines to dynamic, efficient engineering masterpieces. From car body 
design to an appearance that moves passengers and passers-by. From ambitious to successful. 
From exclusive materials to true lipa iy of space From the nresent to the future From an extraordinary 
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it's one word. just one tiny, two-letter word that makes amazing things happen. 
go turns a special moment into an unforgettable celebration. 90 is what makes you 
want to say ‘i do’ in style. go is the reason we decide to spend a lifetime together after 


just a week of knowing each other. go requests the pleasure of the 
whole world’s company to celebrate a new milestone in your 
life. 00 loves the little rituals and the big feasts. 90 looks at a 
honeymoon in scotland and says ‘yes’. 9° lets you live your dream. 
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From The Editor 


ILL LESS THAN TWO YEARS AGO, EVERY SINGLE FRENCH 

fry sold at McDonald's restaurants in India was 

imported. Reason: Indian potatoes didn't have 
enough solid content—the proportion of water is high— 
to produce the crispy MacFries. Crores of rupees and sev- 
eral years of persistent efforts by McDonald's and its part- 
ners have changed things. About 70 per cent of MacFries 
sold today are made from domestically grown potatoes. 
In a year this number will go up to 100 per cent, and then 
more—we could even export fries. Major beneficiaries of 
this initiative have been the 100-odd farmers of Gujarat, 
who grow special potatoes for MacFries. This is one small 
example of how corporate India and rural India can work 
together to transform each other's fortunes. By investing 
in farmers' ability to grow more and grow better, 
companies not only get a better product for their business, 
they also make farmers prosperous, which in the long 
run, creates new rural consumers for all products. 

India Inc. has been flirting with rural consumers 
and agri-business on and off. In recent months, the lure 
of the countryside seems to have become stronger. 
That's what our package of cover 
stories (pg 46-65) explores and ex- 
plains. There are companies reach- 
ing out to the rural consumers be- 
cause urban demand has stagnated 
and export demand has all but 
disappeared. They are being helped 
by a relatively resilient rural £ 
demand—fuelled by rising TO THE RESCUE 
agriculture produce and rural แพ 1 
largesse like loan waivers, em- 
ployment guarantees and generous hikes in support 
prices of foodgrains. Ironically, it took a downturn, 
and not the spending frenzy of the UPA government, to 
turn companies towards rural consumers in a big way. 
Then, there are a whole lot of agri-business firms that are 
either up-scaling or finding new opportunities in the 
changing food habits of Indians. It's not as if rural mar- 
kets have suddenly become free from their chronic 
problems; it's just that more companies are finding 
ways to turn challenges into opportunities. 

A similar trend is visible in exactly the opposite end 
of the consumer market. Sellers and makers of luxury 
goods are devising ways to survive—and even thrive— 
in the downturn (pg 86). In the present cash-strapped 
environment, some companies are faced with a strange 
problem: what to do with thousands of crores of rupees 
raised through IPOs just before the meltdown struck? 
Turn to pg 74 to know how much of public money has 
not been invested for the purpose it was raised by the 
companies. Then, there is a WoW moment—quite liter- 
ally—awaiting you on pg 110. 
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Downturn & New Opportunities 


Nimble companies can turn adversity into oppor- 
tunity. To bring these Winners in Downturn to you, 
BT did a quick check. The result is a list of well- 
known companies such as Hero Honda and Airtel, 
and relatively lesser-known ones like Everest 
Kanto and Opto Circuits. These companies have 
improved their performance in the past two quarters, 
when most of their peers have either 

floundered or have had a lacklustre showing. 
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Padma Lakshmi, Shilpa Shetty... 


To subscribe to Business Today’s 
e-newsletter, log on to 

www. businesstoday.in 

and register for free. 


Now, get a hot new management tip for the day every day, and participate in opinion 
polls through SMS on your mobile phone 24 hours a day. 


TO RECEIVE BT'S TIP OF TO ANSWER THE BT-ON-THE-MOVE 
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Are companies passing on benefits of 
cut in excise duties to revive demand? 


1. Go to “Write messages” on your 
mobile phone. 
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"52424". 
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Business Today’s much-awaited 
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to www.businesstoday.in and 
go to archives. 


BT Best Banks 
The BT-KPMG 
study tells you 
all that you 
need to under- 
stand the pres- 
ent and future of 
Indian banking. 
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government persevered for just one goal: 
Survival. Here's a rating for its key ministers. 
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or being deployed in areas not indicated 
in the issue prospectus. 
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62 From Field to Fries 
The story behind made-in-India MacFries 
is an epic in the annals of potato farming 
and took almost a decade to create. 
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S. Sivakumar, Chief Executive 
(Agri Businesses), ITC Limited. 
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Better pav packets for senior managers come 
at a premium in 2009. 
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Hit by the slowdown and a 
credit crunch, once high- 
flying real estate projects 
across the country have 
come to an abrupt halt. 





86 Luxury in a Slowdown 109 Beyond Central Banking 
As a key luxury conference takes place in Dr Rakesh Mohan’s Monetary Policy in a 
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better off than it was last year? know-how with a scholar’s precision. 
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90 IT Industry and Fraud EVENT 
The Satyam fraud may seem just an isolated 
case—but there is enough to suggest room for 118 Tryst with Champions 
more frauds. Here is a quick checklist. 122 People 





94 India's Costly Airports 
Steep airport charges in India are 
keeping air fares inordinately high when 
airlines are fighting a downturn. 
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Life Insurance. 124 A tongue-in-cheek Claim-Achievement Index. 





NYL's Ted Mathas 


el is proud to be the trusted communications partner to India’s leading organisations, helping 


n meet the challenges of growth. We offer a full suite of customized business solutions including 


i, conferencing, voice, Internet, networked IT and hosted solutions that fits your business needs 


now more, visit us at www.airtel.in/business or mail us at business(@airtel.in 





bt letters 





- 


Out of Depth 


ISN'T IT BIZARRE THAT THE GOVERN- 
ment, by its own admission, claims to 
have no credible mechanism to ver- 
ify the actual number of jobs lost to 
the recession (BT cover, Job Losses— 
Are You Next? March 8). Under the 
circumstances, what are we sup- 
posed to make of the putative figure 
of 5-20 lakh job losses, as cited by the 
Ministry of Labour? If the govern- 
ment itself is in the dark about the 
true numbers, how can it be ex- 
pected to address the aggravating 
problem of job losses in the country? 
It sounds quite far-fetched, if not 
altogether quixotic, that a govern- 
ment which does not even possess 
the means or the mechanism to find 
out accurately the scale and magni- 
tude of the jobs crisis buffeting the 
nation should think of introducing 
unique I-cards for all Indian citizens. 
BENJAMIN M, through e-mail 


In the Time of Job Losses 

THANKS TO YEARS OF BUOYANT 
growth, economic liberalisation 
and globalisation, job seekers in 
India had never had it so good. 
High consumer spending and 
greater consumption ensured that 
industries and businesses were for- 
ever looking to meet the spurt in 
demand by bulging their employee- 
workforce to boost productivity. 
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Battle-scarred Veterans 

AS IN PEOPLE, ADVERSITY CAN BRING 
out the best in organisations, too. 
Companies with sound business strat- 
egy are defying the laws of gravity | 
and will emerge from the ongoing 
recession more battle-hardened and 
stronger than before. (Br cover, March 
22). Having long figured that cycles of 
boom and bust are and will remain an 
inseparable part of doing business, 
these companies have put in place 
the right strategy to see them through 
the periods of downturn. 


VIKRAM SOOD, through e-mail 








The times being good then, any- 
one with a degree and some level of 
competency stood a good chance of 
finding employment while those 
talented enough felt spoilt for 
choices. But times have turned 
sharply since then. The jig is up 
for both the employers and em- 
ployees as they strain to fight off a 
deepening recession. As companies 
dig up new ways to cut costs and as 
employees find themselves up 
against increasing layoffs and re- 
trenchment, people are suddenly 
waking up to the needs for multi- 
tasking and acquiring higher edu- 
cation and skills. On the other hand, 
responsible organisations are now 
training employees to become more 
“employable” within and outside 
the company so as to soften the 
blow of a job loss should it come. 
D.B.N. MURTHY, through e-mail 


Cast Your Vote with Caution 

I AGREE WITH THE MESSAGE IN THE 
Political Economy (Br, March 22) 
that while the next government is 
most likely to be a coalition, its most 
critical task will be to do everything 
in its power to get the economy 
back on rails. Your article posits 
that the chances of the economy 
being nursed back to health would 
be brighter if either the Congress 
or the BJP wins enough seats on their 


own. That way, these big parties 
would be better able to absorb the 
pulls and pressures from smaller 
and regional parties and could focus 
more on economic issues. Voters 
concerned about the economic well- 
being of the country, too, have an 
onerous responsibility to bear. They 
must vote with discretion and 
without considerations of caste, 
politics and religion. 

BAL GOVIND through e-mail 


Safeguarding IPRs 
IT IS ENCOURAGING TO NOTE THAT 
India is now waking up to the chal- 
lenge of protecting and valuing in- 
tellectual property rights (Protect or 
Perish, Br, March 22). This new- 
found fervour for protecting our 
IPRS now extends to a gamut of trade- 
marks across industries and busi- 
nesses, including complex pharma- 
ceutical product patents. Protecting 
these is sure to yield rich payoffs in 
the long run. It will enable India to 
climb up the ladder of innovation 
and keep abreast of the knowledge 
curve while also earning international 
respect for its value creation. 

DR NAVNEET WADHWA, through e-mail 
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"ape world. A new world is formed. A world in which, the post is no 

"Category A" B-School longer an indicator of the future. As such, we expect that business 

by Business India Survey in executives will find themselves operating in a number of new worlds 

2005, 2006, 2007 and 2008 and among in their professional life. At Skyline, our objective is to prepare our 
Top 80 B-Schools students to excel in every new world they find themselves in. 

by Business World in 2005 & 2007 Ability to analyze and apply the management knowledge to the fast 

Rank 64 by C-Fore Outlook in 2007 changing business world will be the key to success. And that is what 


Rank 54 by C-Fore Mint in 2008 students learn to do ot Skyline through an appropriate mix of theory 


and practice. 


Faculty with professional experience | Extensive Library and research resource 
Focus on soft skills | Close interaction with industry | Use of multiple learning tools 


Delhi Campus : Tel. : 011-2686 4848, 2686 6968 
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Converging Knowledge 


For all your Convention needs, 


professional bodies and 
international organisations 
find that our dynamic 


environment and unrivalled 
access to Mainland China are 


a magnet for the world's 


foremost experts in their fields. 
When it comes to exchanging 


knowledge or establishing 
contacts in Mainland China 


and across Asia, we really are 


the place to be! 





Converging Business Networks 


Hong Konq's accessibility to 
suppliers in Mainland China's 
and Asia's busiest 
manufacturing hubs ensures 
it remains a first choice 
marketplace for leading 
buyers and sellers worldwide 
If you're looking for the 
perfect Exhibition destination 
to showcase your latest 
technological advances and 
know-how to Asia's vast 
markets, Hong Kong will 
make it happen! 





Hong Kong also offers you an 
abundance of ways to unwind 


when your work is done. 
50 get set to discover a 
fascinating blend of Eastern 


and Western culture, amazing 


attractions and superb 


shopping and dining. All just 


moments away from some 
of Asia's most spectacular 
islands and country parks. 


Asia's world cit 


The Hong Kong Tourism 
Board has recently set ID 
a new one-stop advisory 
service, the Meetings and 
Exhibitions Hong Kong 
(MEHK) Office. Tox jethet 
with the territory 

many highly qualified 
professionals and famous 
can do’ attitude, the MEHK 
team is dedicated to 
helping you before, during 
and after to ensure your 
event is a SUCCPSS 

For more information. 
please contact us at 


menk@hktb.com 
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An Economic Necessity? 


The second season of the IPL could provide some much- 
needed cash flow for India Inc., though uncertainty about 
security remains a concern. ANUSHA SUBRAMANIAN 





it been linked so closely to the revival of a nation's *economic 
spirits”. The Indian Premier League (IPL) has raked in the moolah 
from the day it launched last year, but the 2009 edition is important not 
just as a sporting extravaganza bringing together the cream of cricket- 
ing talent from around the world—but also as an event that will pump 
in much- needed money into some sectors of the cash-strapped economy. 

It’s no surprise then that despite the dates of the General Election 
clashing with the second season of IPL, efforts have been stepped up to 
ensure a smooth ride for the league. At the time of going to press, IPL 
organisers were desperately trying to salvage the tournament, by 
preparing yet another revised schedule, following a directive by the Home 
Ministry. Industry analysts reckon that total losses for all involved in the 
IPL could be as much as Rs 2,000 crore in case the tournament is can- 
celled. What's more, the future revenue model of the IPL could go 
haywire, with the format itself becoming unviable. 

However, according to IPL Chairman Lalit Modi, the league continues 
to be a huge financial success with the contracted revenues for the sec- 
ond edition being in excess of Rs 10,790 crore, an increase of 
Rs 1,725 crore over the inaugural year. 


C RICKET HAS ALWAYS BEEN A MONEY SPINNER IN INDIA BUT SELDOM HAS 


Trends 


INSTAN TIP 


The fortnight's burning question. 


SS = ss 
7 Ere es Z EK EL osx "2 ta 
* P9 < 





However, sustaining such growth 
momentum is not an easy task. | 
think the UPA government has 
maintained that growth momen- 
tum pretty well. Also, they did a 
very good job of keeping India 
relatively insulated from the 
global economic crisis. 


Maybe. Abhijit Sen, Member, 
Planning Commission of India 
During the UPA tenure, India has 
registered the highest GDP 
growth of over 9 per cent annu- 
ally. Additionally, the growth 
measures have been fairly tar- 
geted towards agriculture, manu- 
facturing and services sectors. 
However, post-Budget 2008, the 
government failed to control infla- 
tionary pressure in the country. 


No. Ashima Goyal, 
Professor, Indira Gandhi Institute 
for Development Research 
There is not much to choose bet- 
ween the two. The UPA had its 
hands tied by the Left, pushing it 
in populist directions. The NDA 
era saw the economy improve. 
The UPA started with a good situ- 
ation but is finishing off on a sour 
note. Government finances are 
not in good shape either. 

MANU KAUSHIK 
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Potential Money Spinner 





REVENUE 
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*Figures in Rs crore. Figures for the first year are based on actual earnings for BCCI 


Figures for Year 2 onwards are projections 


The annual FiCCI-KPMG 
Entertainment Report observes: 
*Gauging by industry reaction, IPL 
is expected to continue as a prime 
driver in the media and entertain- 
ment industry for the coming year." 
According to Mahesh Ranka, 
General Manager, Relay India, 
the Sports Practice arm of media 
agency Starcom Mediavest, “IPL has 
to happen since it will bring in 
some much-needed money into the 
economy.” 

So, what are the ways in which 
this money will come in? To begin 


IPL Scoreboard 


IPL's ‘contracted’ revenues for league 
stands at Rs 10,790 crore this year 


DLF has taken up title sponsorship 

at Rs 40 crore a year for five years, 
beginning 2008 

Team valuations are up ๑ 
by over 3,700 per 
Cent after one year É 
of IPL 


17 players have 
been contracted for _ 
fees of over $15 million 










IPL is expected to bring in 
Rs 1,190 crore in ad 
revenues, every year 


BCCI will earn around 
Rs 4,300 crore over 
10 years from IPL 
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Source: India Infoline Research (IIFL) 


with, lump sums are assured for 
the league from key sponsors who 
have signed long-term agreements. 
For instance, DLF has been roped in 
as title sponsor for five years at 
Rs 200 crore (Rs 40 crore a year). 
Associate title sponsors like Hero 
Honda, Vodafone and Citibank are 
coughing up approximately Rs 20- 
22 crore a year, also for a five-year 
period. Since these deals are long- 
term ones, there will be no change 
in the contracts even if the mar- 
kets continue to remain volatile. 

TV viewership is also likely to 
bring in money. In IPL’s inaugural 
year, TAM ratings showed that the 
44-day tournament achieved an 
amazing average of 4.7 TVR over 
57 matches on SET MAX. This in turn 
pushed up advertisement rates for 
10-second spots to Rs 5-10 lakh, 
which was marked at Rs 2 lakh per 
10 seconds at the start of the tour- 
nament. This year, SET MAX has fixed 
the 10-second spot rate at Rs 3-3.5 
lakh to begin with. 

Security, however, remains a 
concern. “Security is paramount. 
Our budget has gone up by 10 per 
cent this year,” explains Modi. 
Nicholls Steyn and Associates 
(The people who helped at Taj 
during the Mumbai Terror attacks), 
the official security partner, will 
work closely with state government 
authorities, Modi adds. 

If it does take place, then the 
second season of the IPL promises a 
cash flow that India Inc. would 


a7 surely look forward to. 
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One of the main reasons iei 
finish the meal that we lef 
November 26. It’s mae. 
not to give in to terrorism. On 
the business front, Hindustan 
Unilever is a very important 
organisation for us globally. I 
met consumers from different 
economic classes and it was 
overwhelming to see the brand 
loyalty we enjoy. 


Are you raising the bar in develop- 
ing markets? 

We are very fortunate that markets 
such as India, South Africa and 
Brazil—where we are strong—are 
doing well economically. This is a 
chance for us to expand our 
brands in these markets. 


Are you undertaking any 
cost-cutting measures? 

We are currently focussing on 
protecting our operating margins. 
Likewise, we are seeing to it that 
our supply chain is better man- 
aged. We have also cut down 
travel by 30 per cent. 
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There's a simple way to take care of your worries 


Thoda simple socho with 


Mediclaim Insurance 


from National Insurance Company. 


It offers added benefits of 

- prompt service 

- hasslefree process 

- fair & cashless settlements 
Only to make life simpler for you. 
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NUMBERS 
NOTE 


94. Number of 


developing countries out of 
116 that have experienced 
a slowdown in 
economic growth. As many as 
43 of them are poor nations 





Keeping It in the Family 


Family-run businesses are better at managing downtums, says a study. 


UCH LIKE THE CLOSED ECONOMIES 
Ma the Soviet era, it seems 
family-run businesses are less likely to 
be adversely affected by global eco- 
nomic downturns. A recent report 
titled Family Business: In Safe Hands? 
by Barclays Wealth and the 
Economist Intelligence Unit has given 
credence to the family business model 
suggesting that such businesses have 
key attributes which better equip 
them to ride out a period of eco- 
nomic slowdown. The study con- 
cludes that family businesses are less 
likely to pursue irrational growth 
strategies to satisfy short-term inv- 
estors during boom times, giving 
them a sustainable advantage over 
listed companies. 

Says Satya Bansal, CEO, Barclays 
Wealth: “Although family businesses 
differ widely in their objectives and 
motivations, it is clear that many of 
them have certain attributes in com- 
mon.” The report is based on a global 
survey of 2,229 individuals, including 
high net worth individuals (with up to 
£10 million in investable assets) and 
ultra high net worth individuals (with 
up to and in excess of £30 million in 
investable assets). 

A mere 10 per cent of family 
business owners said they have or 
would consider selling their busi- 
ness. Although an exit strategy, 
such as an IPO, is a goal for some 
family businesses, the vast major- 
ity, it seems, prefer to keep it in 
the family. 


Secrets of 

their Success 

This is what respondents listed 
as the most important factors 
behind a successful 

family business. 








Family Values 
Strong This is what respondents 
in di rt l sa vie ated Foy 
| | adva 
family members «m mily business 





The survey 
notes that the biggest ad- 
vantage of the family business model 
is its long-term perspective. Without 
a stock market listing, family busi- 
nesses are insulated from the need 
to respond to short-term demands 
of investors. On the other hand, a 
serious disadvantage is the chance of 
a conflict between family members. 
"Over the years, there have been 
numerous examples of quarrels in 
family businesses," says Bansal. The 
survey also points out that succes- 
sion planning is the most impor- 
tant ingredient for a successful fam- 
ily business. Lack or delay of suc- 
cession planning can result in failure 
of a business. The surveyed indi- 
viduals included 850 respondents 
from the Asia Pacific region, inclu- 
ding 197 Indians. 

MANU KAUSHIK 


Source: Family business: In Safe Hands? trom Barclays Wealth & EIU 
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TOP OF MIND 
Pirated Films Fund Terror 


Is this true? Yes, according to US think-tank, the RAND 
Corporation, pirated movies have become the most profitable money 
maker for the Mumbai underworld, and these funds are channelled to 
those who use the money to attack India. 
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But why isn't there more money in... say hard drugs? Well, the profit margins 
on pirated films are tremendous and the risks far lower. A pirated DVD costs 
around Rs 5 to make and can sell for upwards of Rs 100 in India and over 
Rs 500 in international markets. 


Is it really that bad? Well, the research was funded by the Motion Picture 
Association of America (MPAA) so it could have been biased towards one view. 


So, why should | believe it? It is fairly well-known that pirated movies do support 
the black economy in a country like India, where by some estimates over 
three-quarters of the DVD market is pirated. 
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Empowering Enterprising Women 


Nearly 78 per cent Indian women from less-privileged 
backgrounds want to become entrepreneurs, says a study. 
TiE has now taken the lead to help them. 


HE NUMBER OF WOMEN ENTRE- 
Tawana in India may be grow- 
ing, but the urban-rural ratio is still 
rather skewed as is the class divide 
with few women from not-so- 
affluent families taking to entre- 
preneurship. However, if given a 
chance as many as 78 per cent of 
poorer women would want to turn 
entrepreneurs, says a TiE-GEM study. 

Based on this finding from their 
own research, The Indus 
Entrepreneurs (TiE), one of the coun- 
try's largest non-profit networks 
dedicated to the advancement of 
entrepreneurship, has roped in some 
of the most powerful business- 
women in India to help these bud- 
ding entrepreneurs. The likes of 
Shikha Sharma, Chanda Kochar, 
Rama Bijapurkar and Anita 
Ramachandran have helped launch 
TiE Stree Shakti—a women's entre- 
preneurship platform. 

The Tig-study revealed that 90 
per cent of women at the grass- 
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root level need help in training and 
education to improve their busi- 
ness skills, specially since 78 per 
cent of them are keen to start a 
business but need support. “The 
objective of this initiative is to 
recognise more women who are 
on their own and introduce them to 
other like-minded women,” says 
Shikha Sharma, CEO, ICICI 
Prudential Insurance. 

Recently, a Grant Thornton 
International study also showed 
that in India only 15 per cent 
women hold senior management 
positions in privately-held businesses 
with Chennai topping the list at 22 
per cent followed by Delhi (18). 

The next 2-3 months will wit- 
ness TiE chapters across India con- 
necting with women keen to start 
their businesses by holding train- 
ing sessions in 15 cities. TiE is also 
planning to set up a fund for 
women entrepreneurs. 

ANUSHA SUBRAMANIAN 


NISHIKANT GAMRI 





Shikha Sharma and others at the announcement 


What Women Want 


m 78% women from poorer families 
are keen to become entrepreneurs 





m Amere 15 per cent of women hold 
senior management positions in 
privately-held businesses in India 


m The global average is 24 per cent 





m Some of the key areas where 
women want to start a business 
include garment shops, catering 
and beauty salons 





m TiE will start knowledge and 
training centres in 15 cities by May 


m [he setting up of a fund for women 
entrepreneurs is also on the cards 





Who Will Flex the Cat? 


Flexible benefits for employees are gaining popularity across the 
world, and has got India Inc. interested, says a Mercer study. 


LEX OR FLEXIBLI 

benefits is à new 
terminology that is 
set to enter the 
Indian corporate 
lexicon. However, 
Indian companies 
are approaching it 
with some trepida- 
tion. "It is a ques- 


tion of who will ac- "It is a question of 
who will accept 
Flex in India first" 
Rosaline Kow Choo, 
Head of health and benefit 
sector, Asia Pacific, 
Mercer Consulting 


cept it first," says 
Rosaline Kow Choo, 
Head, health and 
benefit sector, Asia 
Pacific, Mercer 
Consulting. 

So, what is Flex? 
“Suppose you already have health 
insurance for your family—would 
you still want your office to cover 
you with the office plan or would 
you prefer to have something else 
instead of the double cover? The 
choice that you get is what Flex 1s 
all about,” she says. 

Kow Choo says it is evident 
that most companies want to 
reduce costs in recessionary times. 
“Yet, they also face a problem of 
retaining talent as they know India 
will continue to face the battle 
for talent. This is where Flex can 
make it attractive for the 
employ ee to stay on.” 


Kow Choo says that in the 





developed markets 
Flex often has a wide 
menu that may include 
reimbursement for an 
expensive sunglasses, 
dental braces or road 
toll paid for dailv 
commute apart from 
usual stuff like reim- 
bursement for profes- 
sional courses. *The 
cost of medical insur- 
ance is increasing 
much faster than other 
things. But even if the 
company is paying for 
expensive medical 
insurance, the empl- 
oyee may not value that benefit 
so much. So such flexibility will 
always work," she says. 

She believes a company 1 ท า - 
plementing Flex will create a 
menu from which employees can 
choose benefits every year. 50, 
even if health insurance costs go 
up by 30 per cent, a company 
can increase its total Flex kitty 
by 15 per cent and let employees 
choose what they want. This way, 
while there may not be any costs 
savings in the first year—savings 
will happen from the second year 
onwards. The question is who 
will do it first in India? 

SUMAN LAYAK 


FLEXIBLE BENEFITS 


Employee A 
(Married with working spouse 
spouse s co. also covers family) 


Medical Plan-E-- S+ C+ 
P FF Rs 5,00,000 


Life Insurance- 4 
times CTC 


Employee B 


(Married with non-working spouse and 


non-working parents) 


Critical illness cover 


Spouse PA Cover 


Personal Accident - 2 


times CTC with 


Spouse Life Cover 


Accidental Death 
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Stuttering Ad Revenues 


Across the Asia Pacific, ad revenues are declining. The Indian 
market is still growing but at a slower rate, according to a study. 


IRST THE BAD NEWS: FOR THE 

first time since 1998, adver- 
tising revenue in the Asia Pacific 
region (APAC) will fall by 1.1 per 
cent in 2009. It could, however, 
recover to a 5.3 per cent growth 
in 2010. 

Now the better news: Despite 
the gloomy picture in the rest of 
Asia, ad revenues will continue to 
grow in India albeit at a much 
slower 7.7 per cent, compared to 
the 17 per cent in- 
crease in 2008. 

Media Partners 
Asia, a Hong Kong- 
based Media 
Research firm, has 
come out with a 
study that says ad 
revenues will crash 
this calendar year. 
"The gap between 
perception and re- 


APAC AD GROWTH 
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ality is closing fast, with ad demand 
deteriorating in key markets," says 
Vivek Couto, Executive Director, 
MPA." A sustained recovery is un- 
likely without a strong pick-up in 
the global economy, which is ex- 
pected to occur next year." 

In 2008, ad revenues in the re- 
gion gained 3.4 per cent, versus 6.7 
per cent in 2007. The picture for 
India has always been brighter. But 
this year, even India will feel the 
heat as key cate- 
gories reduce 
spends. 

Earlier, a Pitch- 
Madison study on 
the advertising in- 
dustry in India had 
shown a 17 per 
cent increase in rev- 
enues in 2008 over 
2007. The previous 
year's study had 
forecast the adver- 
tising spend in 2008 
to be Rs 21,314 crore, a 20 per 
cent growth over 2007. But a 
slowdown in the second half of 
2008 led to lowering of ad spend 
to Rs 20,717 crore. 

Small wonder then, that both 
studies caution media owners op- 
erating in India to prepare for a 
major slowdown in growth. Sam 
Balsara, Chairman & Managing 
Director, Madison World, says: 
"While we are disappointed at the 
low growth rate projected for the 
current year, | am hoping that mar- 
ket sentiment will change over the 
next few months." 

However, he warns that things 
could get worse in 2009, with 
some media buyers indicating that 
the TV ad market in India will 
grow only between 5 and 6.7 per 
cent at best. 

ANUSHA SUBRAMANIAN 





advertising despilé« a fund meurt 
will benefit, says Jan Hofmeyr, 

international director of R&D at 
Synovate India, in an interview i 
Anamika Butalia. Excerpts: = 


How badly is the advertising world "T 
hit in these market conditions? 
Everyone is cutting costs and 
it seems that external costs like 
advertising are the first to face 
the axe. However, if brands 
continue to advertise, their re- 
call and loyalty will only incre- 
ase when the market begins to 
pick up. 


What's the connection between 
advertising and brand loyalty? 

My quick tip to advertisers is 
that if you satisfy a set of emo- 
tional needs of your prospective 
customers like friendship, family 
and self-esteem, your ad cam- 
paign will be successful. 


Is the conversion model you devel- 
oped in the 1980s relevant today? 
I realised that any choice made by 
an individual adheres to his or 
her psychological pattern. That's 
how the conversion model came 
about. Now with so much ad- 
vertising, a client's attention-span 
is short. Therefore, instead of lit- 
eral advertising, | would advise in- 
novative ways to advertise. 
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An exclusive A truly premium 
card. experience. 
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Looks like a credit card. 
But that's where the resemblance ends. 





An extraordinary card for a chosen few. 
The Citi Platinum Select Credit Card. 


The Citi Platinum Select Card is not just another credit card, it’s your entry into 
the high life. In addition to giving you unmatched service, it customizes privileges 
according to your requirements. So from an instant increase in your credit limit, 
to a reserved table at the best restaurant in town, to a chauffeur driven car that 
takes you shopping over the weekend; nothing is too extravagant for the 

Citi Platinum Select customer. Welcome to a life less ordinary. 


To apply, SMS 'SELECT' to 52484 
Visit www.citiplatinumselect.in for more details. 


Citi never sleeps 


citi 





nditions apply. tssuance of Citibank cards is subject to norma! Citibank approval criteria. Visit www.citibank.com/india for detailed terms and conditions 


INTAGLIO PRINT: The portrait of 
Mahatma Gandhi, the RBI seal, the 


bt trends 
guarantee and promise clause, the 
Ashoka Pillar emblem on bottom left 


0 a G i N t and the RBI Governor's signature are all 
printed in intaglio, that is, raised print. If 
you run your fingers over a genuine note, 
you can feel the print. Counterfeiters have 
failed to imitate this feature till now. 


According to the Reserve Bank of India (RBI), the value of counterfeit 
currency detected in 2007-08 rose by 137 per cent to Rs 5.5 crore from 

Rs 2.4 crore in the previous year. The amount of undetected fake notes is 
many times higher. There has also been a shift towards faking notes of higher 
denomination (Rs 500 and Rs 1,000). The problem is that the forgers always 
seem to have a trick or two up their sleeves. MANU KAUSHIK identifies 
eight signs of making out a genuine Rs 500 note. 
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THE FONT SIZE in the alpha 
numerical series mentioned 
in a note is smaller in most 
fake notes. 





DUALSIDE PRINT: There is a 


UNIQUE SHAPES: In a Rs 500 note, 

a circle-shaped mark in intaglio on 

the left of the watermark window 

helps the visually impaired identify 

a Rs 500 note. In a fake note, the 
shape of the mark could be wrong 

and can't be felt through touch. 

This mark has different geometrical — 
shapes for various denominations; a | 
vertical rectangle for Rs 20; square 

for Rs 50; triangle for Rs 100 and 
diamond for Rs 1,000 notes. 





small floral design on the front 
and back of the note. It is in the 
middle of the vertical band to the 
left of the watermark. When held 
up against light, it should appear 
as one design, i.e. the denomi- 
nation of the note. In a fake note, 
the design distorts since the 
machine can only print one 

side at a time. 


This feature was added from 2005 
onwards 


I, 


“I can't make 
money, ENDE 
money at 18 or 2 





LATENT IMAGE: The `d 
vertical band on the right A r cent. l'd go 
side of Mahatma Gandhi's a ç roke” 
portrait contains a latent D | 
image of the denomination a à Warren E. Buffett, Chairman, Berkshire Hathaway, to 
in numeral. The image is ° CNBC Television 
visible when the note is 5 | 
ve sehe siet lg ด ~ “Success of a coalition does not depend 
a real note, the numeral will — onarithmetic. It is more chemistry than 
show up clearly. In a fake, 2. anything else" 
it appears as a shadow, Pranab Mukherjee, External Affairs Minister, in 
The Economic Times 


diffused and vague. 





“The good thing about India is that 
there are nearly one crore weddings 
every year in this country. Close to 
$15-20 billion is spent on such 
occasions. What’s more, India has 73 
days of festivals. About $20 billion is 
spent on festivals. These sales are not 
affected by slowdown” 

Kishore Biyani, Founder and Group CEO, Future 


Group, on being asked about the slowdown, in Mint 


“In a poor country like ours, face-to-face 
contact with voters will always occupy 
centre stage. Online campaigns can be a 
successful model for America where 
Internet penetration is 100 per cent” 
Bu Prasanjeet Bose, Convenor (Research Unit), CPM, 
GANDHI'S NAME: In a At in BusinessWeek online 

genuine note, the name lia | 

of Mahatma Gandhi 








below his portrait is EE C © 935 “India has done well in 
mU NEU every downturn and for 
generally bears his | 4 every failed enterprise, 
name differently such ^s A^ | there are also some suc- 


as "M.K.Gandhi". cess stories to boast of" 
e ^ Naina Lal Kidwai, 
Group General Manager and 
Country Head, HSBC, in 
The Economic Times 
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Noted 


REVAMPED: Work and processes 
by PricewaterhouseCoopers (PwC), 
the external auditor of Satyam 
Computer Services, by setting up a 
new advisory board and appointing 
a new quality assurance and risk 
management head. 


ANNOUNCED: Merger of US pharma 
giant Merck and Schering-Plough in a 
stock-and-cash transaction valued at 
$41.1 billion. The combined com- 
pany will bear the name Merck after 
the transaction is completed. 


DROPPED: India Inc.'s external 
commercial borrowings to $1.3 billion 
in January 2009 compared to $1.66 
billion in December 2008 and $1.7 
billion in November. Of the total 
overseas borrowings, $764 million 
was raised through automatic 
approval route. 





LAUNCHED: By 
Turner International 
and Warner Bros 
Entertainment, 
Hollywood's lead- 
ing studio, WB, a 
new Warner- 
branded channel in India that will 
showcase motion pictures and televi- 
sion series. It is available in India 
from March 15, 2009. 


TOPPED: Apple Inc., the maker of 
iPhone, Fortune magazines list of 
"Most Admired 4 T5 
Companies" in the | 
world. Warren Buffett- 
led Berkshire 
Hathaway and Japa- 
nese automaker 
Toyota are ranked 
second and third, 
respectively. 


Domestic Air Travel Nose Dives 
A quick look at the latest Airports Authority of India (AAI) data 
for India's top 10 airports shows that air traffic in the first nine 
months of the 2008-09 fiscal has dropped sharply. 
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Losses of banks and the world 


add up to $1.2 trillion. Typically, 
banks leverage their funds by 
10-20 times. Even at 15 times, 
the damage to the global liquidity 
markets is about $18 trillion. The 
worst-hit in India is trade fin- 
ance—every dollar of the $380 
billion imports and exports needs 
some sort of financing because 
there is no dollar liquidity tap 
offshore. The RBI has provided 
rupee liquidity but dollar liquidity 
remains tight in India. 


Hasn't the RBI done enough then? 
The RBI has provided an $8-billion 
window to the public sector banks 
for their overseas branches, but 
percentage-wise that is small. 


Why aren't lending rates falling? 
The supply of government secu- 
rities is so high that lending rates 
can't fall. At the same time, 
lenders and investors are very risk 
averse. Corporate bond spreads 
have risen. There is an appetite 
only for triple A assets. 
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Multi-function steering wheel with paddle shift 
[his multi-function steering wheel lets vou control the display and the audio system 


With paddle shift function on the steering wheel, changing gears will now be at your fingertips, literally 


6-speed automatic DSG gearbox 


Presenting the perfect blend of a manual and an automatic gearbox - the DSG £ 
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earbox 
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[rulv, nothing but the DSG gearbox can guarantee a smooth drive. 
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BUSINESS TODAY-CARMA 


CEO 


India's and the world's most 
talked-about CEOs in February. 





In February 2009, the impact of global economic meltdown 
intensified across Indian shores, as some of the leading Indian 
CEOs announced rollbacks in their businesses. 

People at the helm of Subhiksha and Satyam—both bearing 
the brunt of the downturn in a way—dominated the media 
coverage. Globally, financial sector CEOs were most in news. 


CEO of the Month 

Subhiksha's R. Subramanian came under intense media scrutiny after 
announcing that the debt-ridden retailer's 1,600 stores will be non- 
operational at least till May this e However, Subramanian has insisted that 
he will not "walk out when the business is in trouble" (The Economic 
Times, February 26). In spite of the spat with ICICI Ventures, Subhiksha's 
majority stakeholder, Subramanian was not really thought of as solely 
responsible for the company’s malady. 


Most Written-about Indian CEOs 
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TOP 10 INDIAN CEOs HOW THE MEDIA TREATED THEM 
R. Subramanian" 100 
Oe ea CT TBR K Karnik . 10 
AS. MurySabam <2 AS. Murty 10 
La 34 D. Parekh 100 
28 B.K. Modi A0 
R. Subramanian 24 R. Ramnath 100 
เภ ฑา ก | V Malya 100 
S. Aggarwal — , 100 
O.P Bhatt 100 
K Biyani 100 

Figures are in percent W Favourable Neutral Bl Unfavourable 


Figures are no. of appearances 





W. Buffett/Berkshire Hatha 











*While there have been several unfavourable articles about Subhiksha in 
_ February, the CEO himself has not received adverse media coverage 


TOP 10 GLOBAL CEOs HOW THE MEDIA TREATED THEM 


W. Buffett 100 





i < ANTT : H K.D. Lewis 100 
V Pandit 69 V. Pandit 100 
ก เก ฑา ฑา :: 1A Thain 100 
LL 57 9 จ 0 100 
MibaneseRo Tint ;: T Altarese 100 
[S Mess 2 CC HY S Hester 100 
FR.MurdoctNens Cop « R Murdoch 100 
เห 42 1 Dimon 100 
CAC 27 LC. Bante 100 
No. of publications tracked: 25 Source: CARMA International 





Rupert Murdoch Figures are no. of appearances 
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Where Angels 
Fear to Tread 


Satyam has plenty of suitors, but none ready for 
the first date, let alone the walk up the aisle. 












E. KUMAR SHARMA 


N THE FIRST WEEK OF MARCH, 

two months after Satyam's fate 

was put in the balance by 

Founder B. Ramalinga Raju's 
stunning admission of an accounting 
fraud, the Securities and Exchange 
Board of India cleared a plan by 
Satyam's new government-appointed 
board to sell a 51 per cent stake in 
the company. 

The first response? Much 
shuffling of feet and a few ahems— 
but nobody rushing to bid for the 
one-time icon of India's IT/ITes 
sector which services some of the 
biggest corporations in the world. As 
this edition of Br went to bed, (a day 
after the process of registration of 
bidders was concluded) the names 
floating around were the usual list of 
suitors like L&T, Tech Mahindra, 
iGate and Spice. The biggest 
surprise, though, is that none of 
the sector's top names—the Big 
Four—Tata Consultancy Services, 
Infosys, Wipro and HCL Techn- 
ologies—has shown any interest in 
their former rival so far. However, 
the company said it had received 
adequate response from Indian and 
international bidders, including 
private equity (PE) firms. There are 
also unconfirmed reports of IBM 
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and HP and a 
couple of PE firms 
evincing interest. 

The new 
dimension i 
only that of 
firms also 
ing interes 
Analysts feel that 
entry of PE firms โท aS 
the fray could be a ^ 
welcome development for 
Satyam only if there are big names 
that have the necessary management 
bandwidth to turnaround compa- 
nies. There is speculation that it 
could be firms like Fidelity but there 
is no confirmation on this. Fidelity 
has, apparently, already increased 
its stake in the company from a sin- 
gle digit to over 10 per cent through 
open market deals. 

While every potential buyer had 
a ready rationale for a possible 
acquisition, none of them had an 
idea of the only thing that matters 
now: a clear picture of Satyam's 
liabilities, right now on the ground, 
or in the future. An L&T official 
pointed out that the expression of 
interest does not have any financial 
dimension. The way forward would 
depend on the nature of information 
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Value and the 
Beholders 


How much will Satyam's suitors be 
willing to fork out? 


TOTAL VALUE AT THE UPPER LEVEL 





Share price at which deal could be 


clinched: Rs 70-75 | 


Value of fixed assets: 


Rs 4,000-5,000 crore 


US liabilities, courtes of class- - | 
action suits: -840 million 


Figures are estimates of analysts, except the US 
liabilities, which is a reported estimate put out by 
the legal advisors to the Spice Group 

*Enterprise value 


that Satyam is ready to disclose. 

Officials at Tech Mahindra 
confined themselves to saying: *Once 
we have received the RFP (Request for 
Proposals) and other information 
we will evaluate and conclude on 
next steps." Only the Spice Group 
has so far made some early calcula- 
tions of the legal liabilities in the us. 
Apparently, Spice has a report from 
its legal advisors, Gibson, Dunn & 
Crutcher LLP, which places the 
liabilities in the range of $440-840 
million from the dozen-odd class- 
action lawsuits in the us. 

At the moment, analysts are 
inclined to see L&T as the best- 
placed, going by the overlap of 
services: Both have manufacturing 
and SAP practices as also an auto 
and engineering practice. L&T also 
has deep pockets. For Tech 
Mahindra, the feeling is that it could 
just be diversification for the sake of 
diversification. 

Whatever be the valuation of 
Satyam, evidently, one cannot over- 
look its fixed assets—land and build- 
ings. And these are significant in 
value. The company’s two major 
facilities at its Hyderabad head- 
quarters—the120-acre Satyam 
Technology Centre at Bahadurpally 
and the 30-acre campus near Hitec 
City—alone are valued at Rs 1,800 
crore “on a conservative basis”. 
Satyam cited its silent period to 
decline comment on these numbers. 


What’s on the Table 


Whatever the valuation 
of Satyam, one cannot 
overlook its fixed 
assets. 

The company’s two major 
facilities at its Hyderabad 
headquarters alone are 
conservatively valued at 
Rs 1,800 crore 


But it owns properties in at least 
10 locations—Pune, Bangalore, 
Bhubaneswar, Chennai, Vizag and 
Hyderabad, among others. 
According to some estimates, the 
total value of all property could be 
worth Rs 4,000-5,000 crore. 
What about the company's 
liabilities? Some Satyam insiders say 
the existing liabilities are mostly in 
the form of loans taken from banks 
(around Rs 600 crore), a large part 
of which is still lying as cash in the 
banks as the company has been able 
to meet most of its operational 
expenses from its receivables. 
Analysts at Edelweiss Research 
say the upper limit for Satyam's 
value would be just under $1 billion, 
based on indicators from its 
profitability, margins and assump- 
tions of a productive employee force 
and assuming a realistic share price 


Satyam's client distribution and possible revenue up for grabs for other vendors. 
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APPROXIMATE REVENUE 


ESTIMATE OF 


(ESTIMATE), SM VALUE AT RISK ($M) 


of Rs 70-75 per share (against 
around Rs 50 today). If the liabilities 
were to be deducted, then the 
enterprise value to the shareholder 
could be anybody's guess! What 
about the value of its fixed assets? 
"These really come into picture 
when you want to liquidate," says 
Viju George, Senior rr Analyst and 
vp, Edelweiss Research. No wonder, 
the biggest worry for potential 
suitors is on the liabilities front. 

But there could be worries on 
the business front as well. 
According to Forrester Research 
Senior Analyst Sudin Apte, mis- 
sion critical work that Satyam did 
for top multinationals represents 
the largest opportunity but is dif- 
ficult to transition. One of the top 
service lines for Satyam is enter- 
prise application services, with the 
company maintaining and sup- 
porting corporation-wide imple- 
mentations of enterprise software 
such as Oracle and sap. Before the 
scandal, Satyam reported that it 
had 50 clients representing more 
than $10 million in revenue per 
year, and these clients most likely 
use Satyam for mission-critical 
work. Given the sensitivity of these 
services, these clients will be 
compelled to look for other 
options, but any transition will be 
difficult given the complicated 
nature of the projects. 

On the other hand, Satyam's 
very small clients can change supp- 
liers easily. A few such clients— 
typically in the revenue range of 
$1-2 million—have told Forrester 
that they can swiftly look at 
alternatives. While the work Satyam 
does for these companies is not of 
very high impact, the corporate 
supplier policies at most companies 
do not support working with 
vendors charged with malpractice. 
To protect the integrity of their ven- 
dor selection criteria, these firms— 
Apte estimates approximately 120 
companies—may blacklist Satyam 
and shift their work to other firms. 


APRIL 5 2009 BUSINESS TODAY 31 


bt 


IHE THEME OF 

change resonated 

through the halls 
/B of Delhi's Taj 
Palace hotel as India Today held 
the eighth edition of the India Today 
Conclave on March 6-7. A star- 
studded line-up of speakers start- 
ing with His Holiness the Dalai 
Lama, who delivered the inaugural 
keynote address filled with the con- 
cepts of peace and brotherhood, 
and ending with former President of 
Pakistan General Pervez Musharraf 
made the two-day affair a memo- 
rable one for the delegates as well as 
for those who watched it on televi- 
sion or the Internet. 

Politics and the lack of political 
freedom grabbed the headlines. 
Musharraf's assertion that he was 
a man of peace had the audience 
startled. The Dalai Lama's pleas for 
a peaceful dialogue seemed to have 
passed above Chinese heads. And 





Grappling with Chang 








The eighth India Today Conclave provided a fertile setting for 


cross-pollination of ideas and thoughts. KUSHAN MITRA 


former Chess champion Garry 
Kasparov's talk on the lack of 
political freedom in Putin's Russia 
surprised few. The first evening saw 
three of the rising young stars in 
Indian state politics—Omar 
Abdullah, Chief Minister of Jammu 
and Kashmir, Shivraj Singh 
Chouhan, Chief Minister of Madhya 
Pradesh and Ashok Chavan, Chief 
Minister of Maharashtra—speak- 
ing about the challenges of leader- 
ship and change and what they were 
doing to change polity in their states. 
But politics was not the only theme 
that was challenged by change. 

On the second morning, an 
extremely invigorating session on 
religion captivated the audience 
with noted author Irshad Manji, 
political ideologue S. Gurumurthy, 
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Jamaat-i-Islami Hind General 


Secretary Maulana Mehmood 
Madani and senior journalist and 
author M.J. Akbar debating the 
challenges posed by the increasing 
religious violence in the world. 
Madani truly captured the senti- 
ment of the audience when he 
talked about waging a “Jihad against 


Jihad" as well as against those who 


had misappropriated the term 
"Jihad". Later, Madani got an ova- 
tion from the assembled audience 
watching Musharraf at the Gala 
Dinner when he challenged the for- 
mer military leader's assertion that 
Muslims are marginalised in India. 

The agenda for the conclave 
was set on the very first morning 
when India Today Group Editor-in- 
Chief Aroon Purie, delivering the 


welcome address, said: *Change is 
born out of the passions and 
impatience of man. In its extreme, it 
is called revolution, which leads to 
liberation or tyranny, progress or 
mass graves. In modern times too, a 
few extraordinary leaders have 
turned historic changes into 
opportunities of freedom and 
national renewal. Today, the sweep 
of change in politics, economy, 
science, and most frighteningly, in 
religious radicalism, is a challenge as 
well as an opportunity." 

The precarious state of the global 
economy also got its share of the 
limelight when the noted “Professor 
Doom", a name that seems more 
apt in a cheesy comic book than on 
a heavy-built economist, addressed 
the audience. Professor Nouriel 


Change agen 


Roubini (see interview on page 34) 
dashed the hopes of those who 
expected an early recovery. Though 
some of the audience, such as 
Genpact’s Pramod Bhasin, endorsed 
Roubini's views as “common sense”, 
Tarun Das, Chief Mentor, 
Confederation of Indian Industry 
(CI), who chaired the session, seemed 
mortified at some of Roubini's 
assertions but hoped that things 
would not get as bad as the Professor 
of Economics at New York 
University's Stern School of Business 
was making it out to be. 

The guest list was as impressive 
as the speakers. On the first morn- 
ing, Kumar Mangalam Birla, 
Chairman, Aditya Birla Group, 
solemnly listened to the words of 
wisdom from the Dalai Lama, and 
later told Br he thought the conclave 
was a great opportunity for people 
to "open their minds". But Birla 
also said that he expects a recovery 
in the economic scenario sooner 
rather than later. 

Also in attendance was Union 
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Petroleum Minister Murli Deora 
who heard his Cabinet colleague, 
Finance and Foreign Minister Pranab 
Mukherjee, talk about how the 
government can be, and indeed is, a 
facilitator of change. Bharti 
Enterprises Chairman Sunil Mittal, 
Moser Baer Chairman Deepak Puri 
and Hero Honda Managing 
Director Pawan Kant Munjal were 
also seen in the cavernous halls of 
the summit mingling with fellow 
industrialists and delegates. 

Thus, it was only natural to take 
the theme of the conclave over to 
business. In a highly entertaining 
session chaired by Infosys Chairman 
Nandan Nilekani, Stephen J. 
Dubner, co-author of the bestseller 
Freakonomics held forth with his 
witty anecdotes that highlighted 
how change can make a massive 
difference to life. Along with 
Dubner, architect Gerald Allan spoke 
of the need and drive for sustainable 
change and founder of China-India 
Institute Haryan Wang talked about 
how the two Asian giants will drive 
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Journalist/Author 


ften, the triggers 

that create change 
are not big, complex or 
unfolding ideas, but 
simple ones. Instead of 
spending $300 million 
to change people's 
behaviour to prevent 
global warming—like Al 
Gore is trying to do— 
maybe spending $200 
million on injecting the 
upper atmosphere with 
sulphur dioxide is 
simpler and easier.” 








Founder, China India Institute 


believe that India 

and China are 
actually walking hand- 
in-hand. The momen- 
tum of change that is 
driving both nations 
unfolds many similar 
developments in econ- 
omy and society which 
are beautiful in their 
symmetry. We must 
therefore think in terms 
of India and China and 
not India or China." 





Acting Assistant 
Secretary (Terrorist 
Financing), 
Department of the 
Treasury, USA 


he primary activity 

of all terror 
organisations is fund- 
raising. The need of 
the hour for the global 
community is to 
identify these financial 
networks, disrupt 
them and eventually 
shut them down. " 
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global change in the future. 
However, like with all past India 
Today Conclaves, there was also a 
glamour element. It started with 
Privanka Chopra, Farhan Akhtar, 
Abhinav Bindra, Jitin Prasada, 
Prashant Ruia taking the stage in a 
highly entertaining back-and-forth 
on how the youth can drive change. 
yut the true show-stealers were 
Bollywood superstars Shah Rukh 
Khan and Karan Johar, for whom 
no topic was out of bounds, from 
religion to the success of Slumdog 
Millionaire and the failure of India’s 
film industry to depict poverty. His 
left arm might have been in a sling, 
but that didn’t stop the “King” of 
jollywood, who not only enter- 
tained the crowd but also managed 
to lighten up the audience by crack- 
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The ideators: (From L to R) Stephen Dubner, Gerald Allan, Nandan Nilekani and 
Haiyan Wang speaking at a session on "Can Ideas Change the World" 


ing jokes at the expense of India 
Today editors. 

All in all, the eighth India Today 
Conclave might have been held in, 
as Purie described, the *worst of 
times” given the global economic 
and geo-political environment, but 
the Conclave itself highlighted the 


“People Should be Able to See 
Bubbles in Good Times” 


OURIEL ROUBINI, PROFESSOR 

of Economics and Intern- 

ational Business at the Stern 
School of Business, New York 
University, is among the few that 
predicted the global meltdown and 
the ensuing recession, He spoke 
with BT’s Puja Mehra about its 
implications. Excerpts: 


Has the market failed? 

The losses of banks are so great 
that new capital is required for 
recapitalising them. Since the private 
sector doesn’t have any, the 
governments are providing it. The 
markets need incentives right now. 
Central banks are lenders of the 
last resort, but right now they have 
become the first lenders because 
banks are not lending. Finance 
ministries around the world have 
become the first spenders. 
Governments have to take over 
banks, clean them up and then they 
will sell them back to the private 
sector, which will have to find the 


capital to buy them. This is all a 
temporary phase. 


Will this crisis produce a new 
economic theory? 

Economic theory hasn’t failed; 
economists, policy makers, credit 
agencies and Wall Street failed to 
predict the crises. No new 
economic theory is needed. Some 
are saying this is a black swan event 
tail of the 
distribution. I say it’s a white swan 


at the extreme tar 


event. People should be able to see 
bubbles in good times. 

The amount of nonsense people 
are willing to believe in good times 
is amazing. Asset bubbles should 
not occur more often than once in 
hundred years. Even now, we're 
reacting rather than pre-empting. 


When will the crisis end? 
Around 201 r if correct policies 


are adopted. 


What policy steps would you suggest, 


resoluteness of the human spirit 
and the fact that when ideas are 
exchanged, maybe something good 
might come of it. President 
Musharraf might have stolen the 
show, but the eighth India Today 
Conclave will be remembered for 
much, much more! 


especially to prevent all the liquidity 
being pumped into the global 

markets from fueling another asset 
bubble after we recover? 

Don’t allow toxic assets under- 
writing; also system of freak finance 
needs to be controlled. While this is 
a global problem, the policy 
responses have largely been na- 
tional. More coordination across 
countries is required. 
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Lose Fizz 


Volumes in the derivatives 
segment are expected to 
dry up with the manifold 
increase in lot sizes of 
contracts. 

VIRENDRA VERMA 





HE INDIAN STOCK MARKET 

seems to have come under 

the spell of the Ides of 
March. Whatever little fizz there 
was left in the market is expected to 
evaporate with the revision in the 
contract sizes in the derivatives 
segment. 

The average number of shares 
in a single contract has increased by 
three times from March, as per the 
Securities and Exchange Board of 
India (SEBI) guidelines. Traders in 
the derivatives market, especially in 
the call and put options where 
most of the action has concen- 
trated since September 2008, ex- 
pect liquidity and volumes to dry 
up further, which will sedate the 
market even more. 

Already, volumes have fallen by 
half to around Rs 40,000 crore 
daily from over Rs 80,000 crore 
in October 2007. But since the 
National Stock Exchange's (NSE) 
Nifty index has also fallen by 56 per 
cent during this period, there is no 
decline in volume in real terms. 

So, are the traders' fears real? 
Market experts say from March 
onwards the average value of a sin- 
gle contract will increase to Rs 2.9 
lakh from Rs 1 lakh in February. 
This would mean that a trader will- 
ing to have an exposure to the same 
number of contracts will have to 
pay greater margins now. 

“With the increase in the num- 
ber of shares in a contract, the 
risk will go up (due to higher 
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Top 10 Most Active 
Futures Contracts 

















INSTRUMENT PREVIOUS NEW 
LOT SIZE LOT SIZE 
nn SMES eel Mille เจ็ด 
Reliance Industries 75 — $300. 
Bank Nify — 2 — 90 
ICICI Bank — 15 770 
State Bank of India — 132 264 
Mini Nifty 20 20 
Reliance Capital — 138 552 __ 
Infosys Technologies 200 200 ` 
MC — J lM 
DLF 400 1,600 
Source: NSE 


margin) and investors will like to 
reduce their risk in the current 
environment," says V. K. Sharma, 
Head of Research at Anagram 
Stock Broking. He thinks that 
volumes will go down as there 
will be fewer participants willing to 
pay a higher margin. 

However, Sandeep Tandon, 
Managing Director and CEO of 
Quant Broking, says: “There could 
be small impact on retail investors, 
but overall I don’t think there will 
much impact on volumes.” 
According to Tandon, investors in 
derivatives market take position in 
terms of number of shares or value 
of contracts and they will continue 
to trade in these terms. So, a trader 
taking an exposure in 50,000 shares 
of Unitech or an exposure of Rs 5 





lakh will continue to do so, he says. 

Tandon may be right as far as 
the derivatives market in general is 
concerned, But the same may not be 
true for various stock futures and 
options where the number of shares 
in a contract has increased 5-7 
times. For instance, the contract 
size of IFCI, one of the leading stock 
futures, will increase 7 times to 
15,760 shares from 1,970 shares 
earlier. Similarly, the lot size for 
Unitech futures will rise nine-fold to 
9,000 shares from 900 shares. So 
for traders, even for a single con- 
tract, the margin requirement will 
rise in the same ratio as the increase 
in the number of shares. 

The market participants have a 
bigger concern on account of the 
widening of bid and ask spreads of 
a stock future or options. Higher the 
liquidity in a financial instrument, 
lower is the bid and ask spread and 
vice-versa. A higher spread means 
more risk and price discovery for 
the contract will not be better. “It’s 
a slow death for the options 
market,” says Sharma. 

The only silver lining amid the 
dark mood, say brokers, is that 
there has been no change in the lot 
sizes for Nifty index futures and 
options, which has remained at 
50. Nifty index is the most active 
contract on the exchanges. But for 
other indices, there has been an 
increase in the lot sizes and their 
volumes are expected to take a 
beating like others. 
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SPECIAL 2-FOR-1 OFFER 


BUY ONE ECONOMY TICKET. FLY A COLLEAGUE 
OR COMPANION FREE TO EUROPE WITH YOU.* 


DAYTIME ADVANTAGE | FLY FAST INDIAN HOSPITALITY 
Fly daytime. Get a night’s rest in Take the fast route to | Enjoy Continental or Indian 
Europe. Be fresh and clinch that 50+ destinations in | cuisine with the comfort of 
business deal next morning. | Europe via Helsinki. Indian crew. 


Visit WWW. finnair.com/in for more details and to view the vision of future flying by Finnair. 
Call all India Toll Free: 1800 102 1233 or contact your travel agent. 


2 Valid for tickets bought upto 15" May 2009 and travel upto 31" May 2009. 
On Mumbai route all travel to be completed by 30" April 2009. F TIT ?2)/ 2092 I 


*Terms and conditions apply. THE FAST AIRLINE BETWEEN INDIA AND EUROPE 
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Cognizant looks set to post bigger incremental revenues than the 
four giants of the Indian IT industry. NITYA VARADARAJAN 


HE BIGGIES OF THE INDIAN IT 

industry—Infosys, Wipro, 

TCS (Tata Consultancy 
Services) and Hcr. Technologies— 
have a lot more to worry about 
than just the downturn. Cognizant 
Technology Solutions, which has 
been outpacing the Big Four in 
terms of growth, is now set to edge 
past them in terms of incremental 
revenues, thanks to a cracking 
fourth quarter performance (the 
company follows the calendar year 
as its financial year). 

The New Jersey-headquartered 
firm with a huge offshore presence 
in [India bettered its fourth quarter 
guidance of $745.3 million with 
$753 million in revenues and closed 
its financial year with sales of $2.8 
billion, up 32 per cent over the 
$2.1 billion notched in the previous 
year. Operating margins stood at 
20.2 per cent. 

The company is looking to post 
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GIANT KILLER 


Cognizant is only second to Wipro in 
terms of incremental revenues. 


WIPRO 
535.1 
COGNIZANT 
5412 


589.7 
INFOSYS* 


5 6 0 


TCS 


431 
FS CERCANA 


HCL TECH 


n T : 


Incremental revenues without acquisitions ($ mn) for 2008-09 
E incremental revenues with acquisitions ($ mn) for 2008-09 
*|nfosys did not make any acquisitions in 2008-09 
Source: Edelweiss Research 


356.1 


higher incremental revenues (the 
difference between FY '08-09 and 
FY '07-08) compared to Infosys, 
HCL and even Wipro—the last, if 


just organic growth is taken into 
consideration. Cognizant is expected 
to generate $589.7 million 
compared to $536 million for 


Infosys and $491 million for TCS if 


their guidance for the January- 
March 2009 quarter is taken into ac- 
count. *This could well be an in- 
flexion point for us," says R. 
Ramkumar, Vice President, 
Corporate Marketing, Research and 
Communications, Cognizant. 


Secret Sauce 
But how is Cognizant succeeding 
in generating more cash than its 
peers? The key, according to Viju 
George and Kunal Sangoi, Research 
Analysts with Edelweiss Securities, 
lies in Cognizant's business model 
and its superior relationship man- 
agement with clients. 

In the main, keeping its operat- 
ing margins constant at 19-20 per 
cent and ploughing the surplus 
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What was that? 
Did you hear it too? 


Siemens hearing instruments adapt as the children who wear them grow. 


Siemens Explorer™ helps children with impaired hearing to discover the world of sounds. Whether it's the whispering of the 
woods, a noisy playground, or a chat on the cell phone, this hearing system adapts to every situation so that children ca 
hear more — and understand more. 


slemens.com/answers SIEMENS 
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Margin over growth: Keeping operating mars at 19-20 per certis 
พ ล 0 00 project ensure seam- 
coordination. 
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immune to the recession 


money back into business—more 
importantly, people—has done the 
trick for the company. “We have 
always believed (unlike Infosys) that 
trading off top-line growth for 
consistent margin growth is a more 
sustainable strategy," says Francisco 
D'Souza, President and CEO, 
Cognizant. But Cognizant, unlike its 
peers here, does not believe in 
giving dividends either. 

Cognizant began investing 
heavily in people—client partners 
and country heads who are locals 
with deep expertise and who can 
ably manage relationships with 
customers—much ahead of its peers. 
Besides, its two-in-a-box operational 
structure, in which two equally 
responsible managers look after 
each project and business unit with 
one managing customers and the 
other managing employees, ensured 
that the onsite-offsite teams worked 
as a single unit. 

Further, the delivery teams (em- 
ployees) are helped by business an- 
alysts—Cognizant employs the 
largest number of MBAs compared to 
its peers. Then, there are the 
External Advisory Councils for 
relevant domains and verticals, 
which are made up of external 
industry veterans who bring leading 
edge thinking to the table, much 
like a company board but on a 
smaller scale. 

Also, Cognizant was the first 
to go *vertical"—it verticalised 
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Francisco D'Souza President & CEO / Cognizant 


back-end (delivery) as early as 
1998-99 and front-end (sales) in 
2002-03. This ensured that its peo- 
ple became specialised in select ver- 
ticals and sourced and serviced 
clients accordingly. Thanks to this, 
the Cognizant team is now able to 
mine deeper into a client's re- 
quirement. “The specialization al- 
lowed for resource allocation for 
clients who were perhaps sub-scale 
but of significant potential—again 
an early start," says Ramkumar. 
The vertical approach is also fol- 
lowed in its BPO. In contrast, com- 
petitors prefer a more horizontal 
approach in their BPOs. 

Now, the company is well- 
poised to get into sub-verticals 
where it has already made a begin- 
ning in the last two years and it 
could do this seamlessly in the ex- 
isting structure. In contrast, TCS and 
Wipro have gone in for a restruc- 
turing exercise only in 2007-08. 
According to Edelweiss Research, 
“If companies don’t get the structure 
right early on, it strangulates or de- 
lays growth—and the jury is still 
out on the success of the restruc- 
turing exercise of both companies.” 


Invest in Depth 

These early investments in rela- 
tionship management, developing 
tighter linkages with its customers 
through its two-in-a-box opera- 
tional model and early verticalisa- 
tion helped Cognizant invest in 


depth rather than breadth—a fact 
that is helping it greatly in times 
of recession. It derives 70 per cent 
of its revenues from its Banking, 
Financial Services and Insurance 
(BFSI), and healthcare verticals, this 
concentration is perceived as an 
industry risk. 

Despite a difficult environment, 
on a run rate basis the company is 
adding more revenues than its peers 
in BFSI. *Over the three quarters 
since January 2008, Cognizant has 
added $146 million revenues in 
BFSI. For Infosys and Tcs, the num- 
bers stood at $54 million and $57 
million, and only Wipro kept pace 
at $148 million," according to 
Edelweiss Research. This is com- 
mendable given the company's lim- 
ited exposure to capital markets in 
BFSI and with an 80 per cent expo- 
sure to the troubled us market. 

Likewise, in healthcare Cogn- 
izant has almost no competition 
among peers in drug development 
covering analytics in clinical trials 
and submission management, in the 
provider segment (hospitals) and 
in life sciences. 

But how will Cognizant fare in 
2009? The company has stated 
cautiously that it would add 10 
per cent to the topline, on a cons- 
ervative basis, while its margins at 
19-20 per cent would be sacros- 
anct. Whether it would continue 
to beat the industry odds remains 
to be seen. พ 
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Where There's Smoke... 


... There must be smuggling. Indian-made cigarettes, the #1 FMCG, are facing a tidal wave 
of smuggled imports that get away without paying killer excise rates. SOMNATH DASGUPTA 


HEY COME IN MANY NAMES, 
| from the suspiciously 

familiar ‘Classic’ 
to ‘Dolphin’, in classy 
packs of 20s, and 
sit next to top 
foreign and 
Indian brands in 
Kolkata's paan 
shops. Their 
edge: pricing. At 
Rs 20 for Myanmar? 
Golden Elephant against 
Rs 80 for rrc's Gold Flake, 
they have become the perfect 
starting point for the upwardly mo- 
bile bidi-smoker or gutkha chewer 
who has lost access to all cheap 
non-filter cigarettes. 

Cut to the Commissioner of 
Customs (Preventive), Chander 
Bhan, who reigns over the borders 
of West Bengal and Sikkim. He dis- 
plays a record haul of top-end for- 
eign brands seized from Sealdah sta- 
tion in February. Valued at nearly Rs 
40 lakh, it has taken this year’s total 
haul to over Rs 1 crore, against the 
2007-08 total of Rs 24.36 lakh here. 

But Chander Bhan is puzzled: 
the latest haul came on a train 
from Delhi! 

“Most of the Myanmar cigarettes 
usually come in from the North- 
East as air cargo, while some also 
come through Nepal,” says Chander 
Bhan, for whom the Davidoffs and 
Marlboro Lights are a glamorous 
relief from the usual chart-toppers— 
cattle, the cough syrup Phensedyl, 
which has become a favourite with 
drug addicts, cylinders of CFC re- 
frigerants and ready-made garments. 

So, how did Myanmar capture 
the low-end and renowned foreign 
brands the upper band? Check out 
the Union government’s decision in 
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INJURIOUS TO HEALTH 


Cigarette smuggling into the east is up, as indicated 
by the CCP, West Bengal. 


um: 24.36 lakh 319% 


mm Year to March 31,2008 ==" April 2008-Jan. 2009 


... And why not? Excise on local products is sky 
high now. 


Not exceeding 60 mm (Rs per 1,000 sticks) 
173. 


843.57 


Exceeding 60 mm but not exceeding 70mm 


แพ 2007-08 = 2008-09 Includes 2% Education 
Cess and 1% Secondary & Higher Secondary Cess 





The result: smuggled and illegal cigarettes are 
growing their market share. 





Percentage share of cigarettes that avoid the various duties 


2008 to increase sharply the excise 
on cigarettes, especially non-filter 
ones, on “health grounds". 
*Non-filter cigarettes are more 
toxic than filter cigarettes, yet they 
enjoy a favourable tax regime, 


















which is iniquitous. I propose to 
tax both filter and non-filter 
cigarettes on par by applying 
...the higher rates,” the 
then Union Finance 
Minister 
P. Chidambaram 
had said in his 
Budget speech. 
The Budget raised the 
excise (including education 
tax) for cigarettes between 
60-70mm long from Rs 562.38 to 
Rs 1,362.69 per 1,000 cigarettes, 
and for shorter cigarettes from Rs 
173.04 to Rs 843.57 per 1,000 
sticks, or Rs 8.43 per pack of ten. 


Killing the Golden Goose? 
According to the Tobacco Institute, 
a non-profit body, demand for non- 
filter cigarettes is 2 billion sticks, 
with most packs priced around 
Rs 10 for ten, while demand for 
filter cigarettes is 98 billion sticks. 

The hike forced registered 
Indian manufacturers to quit mak- 
ing non-filter cigarettes, leaving the 
field open to smuggled filter-tipped 
cigarettes from Myanmar and 
local non-filters made clandestinely. 
The government's excise collections 
are going flat, while the poor are 
not smoking less—they are enjoying 
king-size filters cheap! 

Sources say illegal factories have 
sprouted below the excise radar 
on Indian soil: They don’t 
pay the excise of Rs 8.43 per ten 
priced at Rs 10 that registered ones 
had to. According to the Tobacco 
Institute, smuggled and clandestine 
cigarettes have increased their 
market share to 7 per cent from 2-3 
per cent last year, and could reach 
11 per cent by 2010. 

Is there a case for moderate tax- 
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The Programme : Widely acknowledged as the leader in prov iding global exposure to students, the 2008 ZEE Business survey of India's Best B-Schools ranked IPM as the 7th Best B-School in India 
and ranked it the No.1 B-School in India in Global Exposure. At the first ever 2008 Best B-School Awards in India organised by Deccan Herald, IIPM was awarded ‘India’s Most Innovative B-School Award for It 
Unique Course Contents and Global Exposure. At the DNA Innovative B-School Awards IIPM was awarded the ‘Best B-School in India’ in the non IIM category and IIPM Delhi was awarded the ‘B-School witt 
Highest International Placements for its record 125 International Placements for the class of ‘08 ( which was higher in number than any of the IIMs or ISB) 
In its endeavour to break new grounds in education in India, IIPM is proud to announce its first Global Executive Programme in Planning and Entrepreneurship. The programme participants will undergo a 
unique course spread over 1,400 contact hours in the space of twelve months, making it the most rigorous and superior Executive Programme taught anywhere. The programme will have à phenomenal 
focus on Economics, Entrepreneurship, Leadership & Personality Development, along with a compulsory specialisation in Marketing. A unique combination of major electives in Finance and HR coupled wit! 
super specialisations in Wealth Management, International Marketing, Supply Chain Management, MIS and IT etc, make up for the rest of the course 


Students must compare IIPM's course contents with those of ISB, IIMs and other leading Global B-Schools to realise the superiority of the 
IIPM programme! Rush to the nearest IIPM campus and our Faculty and Deans would be pleased to explain you more on the same! 
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What makes the programme perhaps most unique and distinct from any other similar programme in India is the compulsory International Programme on Global Management that the students will undergo 
at one of the top 20 Global B-Schools like Haas School of Business, Darden School of Business etc. At the end of the programme, all the students will be eligible for a certificate in Advanc bal Manage 
ment from the B-School that they attend. THE ENTIRE COST OF TRAVELLING ABROAD AS WELL AS BOARDING, LODGING AND TEACHING IS A PART OF THE 
COURSE FEES. In India, the programme participants will be taught by a mix of IIPM's world-class faculty and faculty from leading global B-Schools, The super specialisation on Wealth Management 
conducted along with faculty from NUS leading to a Professional Certificate in Investment Banking 


GLOBAL CERTIFICATION: Thus apart from IIPM' certification and becoming eligible for an MBA degree from IMI, Brussels, students doing this programme will get a certificate in Advanced Globa 
Management from a top 20 Global B-School (as per Financial Times/Business Week/Economist rankings 

Admissions: The programme will be delivered only at the New Delhi, Mumbai, Kolkata, Bangalore, Hyderabad, Chennai & Pune campuses of IIPM and commences in the last week of March '09. Admis 
sions will be based upon a written test cum group discussion and personal interview, The candidate's current experience will be of crucial importance since the programme will require high levels of the 
shai of how global businesses work. Over and above that, a high emphasis will be given on the personality of the student and his emotional quotient 


LA ST COLLECT YOUR FREE PROSPECTUS (IN PERSON OR BY POST) FROM IIPM OFFICE TODAY ITSELF. 





i DELHI : IPM, NBCC Plaza, Sector 5, Pushpa Vihar, SAKET, New Delhi-17 » MUMBAI : IIPM Tower, Plot No. E-781, S.V. Road, Khar (W), Mumbai - 400052 
date of registration: | — -KOLKATA : Hotel Hyatt Regency, JA- 1, Sector - 3, Saltlake City, Kolkata -98 - BANGALORE : IIPM Tower, 419, 100 ft. Road, Koramangala, Bangalore | LAPTOPS 
11-04-2009 » HYDERABAD : IPM Tower, 6-3-252/2, Erramanzil, Banjara Hills, Hyderabad » CHENNAI : IIPM Iit 145, Marshall's Road, Egmore, Chennai | are provided to all 


. PUNE : IIPM Tower, 893/4, Bhandarkar Road, Deccan Gymkhana, Pune IIPM students. 
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ation? Excise on cigarettes fetched 
Rs 8,532 crore in 2007-08, but 
cigarettes account for just 15 per 
cent of tobacco products in India, 
against 90 per cent in developed 
countries. At the western pattern 
of cigarettes-vs-other forms, the 
excise on cigarettes would yield the 
government Rs 51,192 crore a year. 


Opportunity Lost 
But that would be playing the Devil's 
advocate. The world over, smok- 
ing is under attack as being injurious 
to health and India recently banned 
smoking in public places. But 
cigarettes cannot be banned, be- 
cause of around 38 million reasons: 
the farmers, rural poor, women and 
tribals at the other end of the 
tobacco chain. Tobacco prices have 
been on a record upswing, powering 
exports (Rs 1,700 crore) in a gloomy 
commodity scene. 

Then there is the excise collec- 
tion. As ITC said in its 2008 annual 
report: “... The extremely high rates 
of excise duties coupled with VAT 
renders cigarettes unaffordable to 
the common man and drives the 
growing consumption of tobacco 
in the form of lightly taxed products 
like bidis, gutkha, chewing tobacco, 
zarda, etc. The steep im- 
position of taxes increases 
the arbitrage opportunity 


10 Sticks for Rs 10? 
Impossible 






Record haul: Chander Bhan (sitting), the Commissioner of Customs (Preventive) for 
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West Bengal and Sikkim, displays a cache of smuggled cigarettes 


year, drove the organised cigarette 
industry to substantially vacate this 
category.” 


Smuggling Costs 

According to the Tobacco Institute, 
the government could be losing 
Rs 1,500-2,000 crore a year in 
duties. But smuggling is difficult to 
check, because of the multiplicity 
of agencies tracking it, and their 
more pressing priorities. In West 
Bengal, the porous bor- 
der with Bangladesh 
and Nepal is handled 


not only for smugglers cost of low- by the ccp and the 
only fc gglers Mg y the ccP and 
of international brands, eee ks) Border Security Force. 


but also for clandestine 
domestic players..." 
Volume of these ille- 


States taxes 








On top of their list: cat- 
tle being smuggled out 
to Bangladesh, inward 


gal cigarettes has doubled eu bound betelnut, the 
to nearly 300 million per | cough syrup Phensedyl, 
month this year. As rrc — lade margins - banned refrigerant gases, 
said recently: *The ex- ready-made garments 
traordinary increase of and fake currency notes. 
140 per cent to 390 per Outbound: narcotics 
cent in the rates of ex- Excise duty- and red sanders wood. 
cise duty on non-filter The Excise 
cigarettes in the 2008 Department keeps an 
Union Budget, coming th hg eye on local manufac- 
on the heels of a 30 per fixed costs turers, the customs air 
cent increase in tax inci- RSF a sie cargo monitors passen- 
dence in the previous filer tipped ger baggage, while the 





CCP tracks air cargo and the DRI and 
the BSF run their own border show. 
Till the government gets its act to- 
gether, it could consider the oppor- 
tunity cost of the huge excise burden. 
Chidambaram had noted: 
"Education and health are the twin 
pillars... The total allocation for the 
education sector... will be increased 
by 20 per cent... to Rs 34,400 crore 
in 2008-09." And the allocation for 
health: Rs 16,534 crore. 
Moderating the excise on cigar- 
ettes would also give the government 
more funds to battle 19% century 
diseases like polio and kalazar. 
Cross funding is not new. Apart 
from India's own education cess, Us 
President Barack Obama recently 
expanded a health programme to 
include 3.5 million uninsured 
children. To fund the $32.8-billion 
expansion, he raised the tax on 
cigarettes to $1 per pack from the 
current 39 cents. Before this, the 
tax per 1,000 cigarettes in the us 
was just 0.24 per cent of per capita 
GDP, against 3.12 per cent in India. 
Most importantly, disincentives 
to smuggling will also choke the 
flow of funds to terror organisations 
that are said to back the illegal trade 
in cigarettes. 
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/| Stagnant urban demand, collapse 
of export markets and relative rural 
; prosperity are drawing companies 

+ to the countryside. 


TEJEESH N.S. BEHL 






SHAILESH RAVAI 


URESH, A GROCER FROM 
Behra village in Bihar's 
West Champaran dis- 
trict, had to shut down 
his shop whenever stocks 
ran out: he had to re- 
stock from not one distributor but 
several, located in bigger villages 
nearby. Time lost, income forgone. 
Then he opted for a mobile phone 
connection through Airtel for Rs 
1,200, which included a handset. 
Today, he sits in his shop and calls 
up his distributors to stock up. 
Of course, Suresh is also lucky 
that he has power back-up to 
recharge his handset—considering 
the perennial power cuts in his state. 
(Those without power back-up have 
to trudge 8 km every four days to 
Baisukhva village where a makeshift 
charging station, powered either by 
a diesel generator or truck batteries, 
allows users to charge their handsets 
for Rs 5 per shot.) 
It's probably this resilience 
that's prompting companies such 
as Airtel, facing slower urban sales 


WHY RURAL IS HOT 


@ Four consecutive years of 
positive growth in rural GDP has not 
just boosted sentiment but also 
spending power 


€ Power play of NREGS, farm loan 
waiver and more than 40 per cent hike 
in support prices of crops over last 
two years 


€ Higher percentage of disposable 
income in rural vis-à-vis urban areas 
due to negligible expenses on house 
rent and taxes 


€ Corporate engagement is beginning 
to have a small but definitive impact on 
rural incomes 


€ All this shows up in demand— 
Airtel's new subscriber base consists 
of 60 per cent rural additions 


€ Maruti's sales from rural markets 
has jumped from 3.596 in 2007-08 
to 8.596 in 2008-09 


FARMHOUSE ROCK 


Four consecutive years of 


growth is rare. 


following the global financial meltdown, to make a dash for the hin- 
terland despite the lack of basic infrastructure. *We started focussing 
on the rural markets about a year-and-a-half ago, and today 60 per cent 
says Sanjay 
Kapoor, Deputy CEO, Bharti Airtel. That means 1.68 million new 
rural customers a month. Airtel has been adding some 2.8 million sub- 


of all our new consumers are from the rural areas," 


scribers every month since the past one year. 

Does that mean a rural resurgence that could shore up 
India Inc.'s bottom line or at least partly make up for a sluggish 
urban India? “Rural demand has grown by 20 per cent in the last 
two quarters, with no downgrading of brands—if anything, peo- 
ple in rural areas have moved from unbranded to branded 
items," points out Pradeep Kashyap, Founder & CEO of the ru- 
ral marketing consultancy, MART. A case in point, he says, is the 
foray of products such as the malt-based drink Horlicks and 
Dove soap among the upmarket rural segment. 

The unprecedented agricultural bull run with four consecutive 
years of positive growth has meant that the rural consumer is now 
well poised to aspire for the same products as his urban coun- 
terpart. “The slowdown has not impacted the rural markets as 
much as their urban counterparts simply because the upswing was 
also not felt here—with the result that the rural populace is playing 


catch up with the urban consumers and hence fuelling 
demand," says Anil Jain, Managing Director, Jain Irrigation Systems, 


which supplies drip irrigation systems to farmers. 


That explains why companies are scrambling for a first-mover 





RELATIVE SIZE 





Though almost equal, rural market is much 


more fragmented. 





Source: Indicus Analytics 
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RURAL VERSUS URBAN 


How few sectors stack up across the 


rural and urban economies. [i5 Man He 
(iE Pig LII "y 
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FMCG Pp digi ata 


Against a 17 per cent growth rate in 
urban areas, the rural sector has seen 
a 20 per cent growth last year— 
contributing over 50 per cent of 
India's total FMCG market 


TELECOM 
The rural subscriber base grew from 70.83 
million in Q1 FY '09 to 90.98 million in Q2 FY 
'09 while the urban numbers paced out from 
215.95 million to 224.33 million in the same 
period. This means 71 per cent of all new 
subscribers are from rural areas vis-à-vis 
29 per cent from urban areas 


LIFE INSURANCE 

Against 26.9 million rural households 
who bought life insurance last year, the 
urban numbers stack up to 23.3 million 
Source: MART/RMAI 


advantage. Airtel's rival from the A.V. Birla Group, Idea 
Cellular, has made a beginning in the Maharashtra 
countryside. “Every second new subscriber is from the 


rural area. Yes, part of our focus also has to do with the 
fact that growth in the number of urban subscribers has 
" Observes Pradeep Shrivastava, Chief 


slowed down, 





Pradeep Kashyap, Founder & CEO, MART 


“Rural demand has grown by 20 per cent 
in the last two quarters, with no 
downgrading of brands” 
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Marketing Officer, Idea Cellular. In fact, many believe 
that telecom operators may have reached satura- 
tion point in urban areas, with penetration at 80 
per cent. Compare that with a rural pene- 
tration level of 10-12 per cent and the rural 
rush is understandable. 


Opportunities Galore 

But it's not just low-input products and services 
that are permeating the heartland. 
Companies such as Maruti Suzuki and 
Hero Honda are also driving their 
brands and products deep into un- 
charted territories as four- and two- 
wheeler sales shrink elsewhere. 

"Earlier, we had a lot of decen- 
tralised rural marketing efforts, which 
were largely dealer-driven. Now, they 
are more centralised. This includes a 500- 
strong sales force on the full-time rolls of our 
dealers to target rural sales specifically," 
points out Anil Dua, Senior Vice President, 
Marketing, Sales and Customer Care, Hero 
Honda. The company, in end-2007, also 
launched a rural vertical Har Gaon, Har Aangan 
(Every village, every house). According to soft data, 
its share of rural sales has gone up from 38 per 
cent in 2007-08 to 40 per cent in 2008-09. 

Maruti Suzuki's foray into the heartland was a di- 
rect consequence of the slowdown. *We started it as 
a test case in 2007—driven by the slowdown, which 
impinged on the urban consumer's propensity to opt 
for vehicular loans," says Mayank Pareek, Executive 
Officer, Marketing & Sales, Maruti Suzuki. He says 
that in contrast to the urban market, where 80 per 
cent of the vehicle's cost is financed, rural consumers 
pay cash for up to 60 per cent of the price tag. (A 
rural consumer does not share two big headaches 
of his urban counterpart—house loan EMI and trans- 
portation costs. See page 52) 

For the companies, the initial results have been 
encouraging. While Maruti Suzuki has seen the share 
of its rural sales jump from 3.5 per cent of the total in 
2007-08 to 8.5 per cent in 2008-09, Bharti Airtel's 
rural penetration has increased from 6 per cent in 
2007-08 to 12.6 per cent, according to data available 
till February 2009. Airtel's average revenue per user 
(ARPU) in the rural regions has increased from Rs 100 
to Rs 150 in the same period. 

That indicates an increased cash flow for the rural 
consumer, attributed in part to the 40 per cent-plus 
increase in minimum support price (MSP) of wheat and 
rice over the last two years. While wheat's MSP has risen 
to Rs 1,080 per quintal in 2008-09 from Rs 750 per 
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quintal in 2006-07, the figure for rice in 
the corresponding period has jumped to Rs 
850 from Rs 580 per quintal. Then, there's 
the NREGS jobs scheme, even though its 
success is debatable. Last but not the least 
are the farm loan waiver and the declining 
prices of consumer durables. 

"Today's rural consumer also demands 
a flat screen television, rather than a CRT 
television and he prefers foreign brands 
like LG and Samsung. There's also been a 
steep increase in DTH connections in rural 
areas," states Kashyap of MART. His find- 
ings are in consonance with Nokia’s, 
which says that the rural consumer doesn’t just want 
an entry-level handset priced below Rs 3,000, but 
mid-range models between Rs 3,000-6,000. “Earlier, 
a new rural consumer went for a single-colour basic 
handset; today, he’s increasingly choosing a feature-rich 
colour display phone,” says Vineet Taneja, Director 
Marketing, Nokia India. 


Cracking the Rural Code 
Going rural wasn't like taking a walk in the park. 'As 
the Bihar example shows, operating in an envi- 
ronment without the basic infrastructure in place 
poses its own challenges. So, while Nokia realised 
the need for a long-life battery given the lengthy 
power cuts, or pest-resistant covers, Idea Cellular in- 
troduced a rural calling card that charges only 50 
paise per minute for a local call. 

“In our after-sales service, we have introduced 
the concept of ‘Care Vans’, which go from village to 
village every month following a fixed route to cover a 
cluster of villages in one outing,” says Taneja. 

Then, there is customisation. Samsung, for ins- 
tance, introduced stabiliser-free operations in its 
direct-cool refrigerators to take care of voltage 
fluctuations and silver-nano feature in semi-au- 
tomatic washing machines for use in areas where 
the water quality is not good. 

IFFCO Tokio General Insurance tied up in- 


sanjay Kapoor, 
Deputy CEO, Bharti Airtel 


"We knew that to De 
successful in the rural 

market, we needed partner- 
ships—be it for handsets, 
value-added services or retail- 
ing through the local fraternity” 


50 BUSINESS TODAY APRIL $ 2009 




















AMIT KUMAR 


Anil Dua, Senior Vice President, 
Marketing, Sales and Customer Care, Hero Honda 


"Proximity of a touch point is imperative 
to win over the rural consumer as 
that inspires confidence 


surance with fertiliser. “For our Sankat Haran Policy 
(non-crop insurance), we offered farmers a free in- 
surance cover worth Rs 4,000 with every fertiliser bag, 
with the sale receipt also doubling up as a policy doc- 
ument,” says N.K. Kedia, Director, Marketing, IFFCO 
Tokio General Insurance. 

But it’s not only value for money but also value 
add-ons, which get the rural hordes, say marketers. 
Both Bharti Airtel and Idea Cellular, apart from 
providing service messages in the local lingo of the 
subscriber, also provide alerts on commodity prices 
at the nearest wholesale market and even English lan- 
guage tutorials. The most popular value-add service 

though, is music, especially in the local dialect 
of the subscribers. 

For a market that’s extremely price- 
conscious, being cheap alone will not do, 
say companies. “In terms of pricing, 
recognising that an average rural wallet 

will have less money than an urban wal- 
let, we lowered our ticket sizes,” acknow- 
ledges Kapoor of Bharti Airtel. 
Accordingly, instead of a Rs-30 
recharge coupon valid for a 
month, it launched a Rs-10 
coupon valid for 10 days for 
the rural markets. 
Interestingly, though, 
both Hero Honda and 
Maruti Suzuki es- 
chewed special prices 
and discounts, focu- 
ssing instead on brand 


จ 3 SCHOOL of 
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school thats 
leading companies 


believe | in, 


Why join SOIL? 


Industry Consortium Members partner in 


v 


student selection, curriculum design and 


the placement process. 


Distinguished Faculty who have taught 
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across the globe help you explore new 


paradigms in learning & innovation. 


> An Individual Learning Plan (ILP) helps 
maximize your potential & forms the 
bedrock of developmental opportunities. 


Business Leaders mentor and enable 
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you to lead in ways that inspire & transform. 


The SOIL City Business School, Gurgaon 
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POST GRADUATE PROGRAMS 


HR Leadership Program 
Eligibility ~ Bachelor Degree 

A one year full time program, that enables graduates 
& professionals to deal with human capital challenges 
and issues that shape modern organizations. 


Lay the foundation for future forward leadership! 


Business Leadership Program 
Eligibility ~ Minimum 5 years work experience 

A one year full time program, that gives executives 

the perspectives and insights to take on the complex 
challenges of an interconnected business environment. 


Translate real world challenges into opportunities! 


Admissions Open” 


Programs start July 'o9 


Apply Now ~ www.soilindia.net 


Corporate Office 
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Income Distribution 


A solid base offers scope for volume growth. 
Total Population with Annual income < Rs 75k 


Em 428 
49 
| Total Population with Annual income Rs 75k to Rs 150k 
m 239 


84 
/ ; Total Population with Annual income Rs 150k to Rs 300k 
x = 119 
Total Population with Annual income Rs 300k to Rs 500k 
22 m 
i ey Population with Annual income Rs 500k to Rs 1,000k 


"| Total Population with Annual income > Rs 1,000k 
4 
11 


EN um Rural ส ต Urban Population in million 


Distribution of Expenditure 
Note rural India's big savings on rent and conveyance. 





Rural Urban 
Cereals/Cereal products & cereal substitutes 1156 — 9.68 
Pulses and pulse products 206 1.28 
Milk and milk products 552 451 
Edible oil 295 1.94 
Vegetables 414 219 
Egg fish & meat 18 1595 
Fruits 112 1.19 
Sugar 149 0.84 
Salt & spices 135 0.80 
Pan, tobacco & intoxicants 170 0391 
Fuel and Light 1828 15.87 
Medical (non-institutional) 5.92 421 
Entertainment 111 31 
Personal Care and effects 055 053 
Toilet articles 5.09 438 
Sundry articles & bedding 477 3.89 
Consumer services excluding conveyance 6.48 10.57 
Conveyance 6.63 9.96 
Rent 094 9.19 
Consumer taxes & cesses 0.39 1.34 
Medical (Institutional) 2.23 1.42 
Clothing 415 3.56 
Footwear 0.51 0.42 
Durable goods 3.79 3.68 
Education 192 3.29 
Beverages 2.59 3.09 
Total 100 100 


Figures in % for 2008 


RURAL ROADMAP 


As India Inc's marketing aces face an urban 
slump, it's time for them to drive their fancy 4x4 
SUVs into their destiny: the dirt tracks and rutted 
roads of rural India. /ndicus Analytics shared 
some exclusive data with BT. These numbers 
should fuel the long drive. 


Educational Distribution of Population 
above 20 yrs for 2004-05 in rural areas. 


Less than Primary 11—, "mary 12 -13 Upper Primary/Middle 
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Illiterate + 








— 9 Secondary 


6 Higher 
Secondary 


11 Graduate 
and above 


Figures in per cent 


Comparison of Rural-urban Expenditure 


Big differences in food and clothing. 


Rural Urban 


Clothing & — 
Footwear 
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Total Saving Across Different Income Group 


Annual income < Rs 75k 
430,322 
92.050 


Annual income Rs 75k to Rs 150k 


445.191 
Annual income Rs 150k to Rs 300k 











1.194 467 ibo 
1,534,, 
Annual income Rs 300k to Rs 500k 
921,037 
1,094,092 
Annual income Rs 500k to Rs 1,000k 
832,453 

‘Annual income > Rs 1,000k 
แช 145 672 
| 1.132,813 
we Rural ms Urban Rs million 


Distribution of Workers (2004-05) 


Production and related 


















workers, transport 
equipment operators 
— Sales workers 
ca Professional 
SS. — — technical 
2 — Service workers 
— Admin., executive & 
1 managerial workers 
Clerical & related workers 
Figures in per cent 
State-wise Rural Market Size 
Try these as sales targets. Rural 
Andhra Pradesh 1,306,111 
West Bengal 1,227,026 
864,507 
Karnataka 700,436 
R zoz 
Tamil Nadu 614,221 
Mi. — wan 
Orissa 912,539 
Se — — soge 
Haryana 934,550 
Mamas — 511021 
Punjab 398,668 
Ind 000 mam 
Assam 368,801 
Chhatisgah 338,589 
Himachal Pradesh 184,042 
amna amin 153073 
Uttaranchal 147,957 
i — 65932 
Delhi 49,438 
ต ต ล ณ์ เม 2 
Meghalaya 41,891 
Nagao — ym 
Manipur 38,445 
‘Arunachal Pradesh — 18,305 
Sikkim 12,776 
Pondichery 77 ภ 7 ก %81139 
Mizoram 7,732 
า ก พ ส น ก ม ต 6” — 6228 
Daman & Diu 9,449 
Chandigarh — —  —  — 52 
Dadra & Nagar Haveli 3,491 
‘Lakshadweep — À — — 1541 
Total 13,170,187 


Figures in Rs million 
Source: Indicus Analytics; www.indicus.net/products 
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COUPLE OF MONTHS AGO, A FAST-MOVING CONSUMER GOODS (FMCG) COMPANY 
A= for baptising rookie managers with a rural trek decided to ag- 

gressively expand its footprint in the heartland and tier 3 and tier 4 
towns. It asked staffing firm TeamLease Services to recruit 1,000-odd locals. 

Jobs may be disappearing in manufacturing and exports, but FMCG, 
seeds and fertiliser companies are in hiring mode as they cultivate rural 
markets. Seeds and fertilisers have cyclical demand, but this time around 
the push is more aggressive. Reason? Agricultural output has grown for 
four consecutive years and farmers have an untapped buying capacity. 

"There is a surge in rural demand... these industries have always had high 
local employment elasticity. We are seeing this demand across the board," 
says Manish Sabharwal, Chairman, TeamLease Services. Most jobs are at the 
lower rung, with the focus on undergraduates. Typically, such recruits are paid 
Rs 4,000 to Rs 6,000 per month, and this creates buying power. 

According to E. Balaji, CEO, Ma Foi Consultants, this is a relative 
phenomenon. "Compared with what we are seeing in city markets, things 
are better in rural markets," he says. 

The trend is visible across India. "The number of clients wanting to 
hire in the rural segment has suddenly gone up across the board in the last 
45-60 days," says Rajesh A.R., VP, TeamLease. 

The rural hiring has come as a boon for staffing companies as well. This 
was never a focus area for recruiters and has offset their poor business 
from urban markets now. 

: The rural jobs growth may well turn out to be a major component of 

: demand recovery. “This is the biggest signal of India as a labour market 

-decoupling from India as a production base," says Sabharwal. 
SAUMYA BHATTACHARYA : 
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recall. “The strategy is to build brands and market the product's 
value as an economical and easy means of transportation. Besides, 
rural purchases of vehicles are closely linked to fairs and festivals as 
that is the time the rural consumer has large amounts of disposable 
cash," argues Hero Honda's Dua. 


Here to Stay 

While exciting, the rural upsurge will not sway companies away from 
their urban growth plans. “The agricultural boom has come only in the 
last 3 to 4 years and the rural economy does not have enough strength 
as yet to compensate for an urban slowdown," explains Jain. 

But what is happening now is a full-throttle foray into the rural 
markets—thanks to the financial meltdown—as opposed to the 
half-hearted attempts earlier in the garb of pilot projects to grab the 
attention of rural India. “For us, the main challenge was to educate 
the rural subscriber in technology," recalls Shrivastava of Idea 
Cellular, which, for its entry into Andhra Pradesh's interiors, used 
the folklore art form of Burra Katha (a travelling theatre troupe) to 
build brand awareness. 

Airtel, apart from providing photocopier machines to facilitate doc- 
umentation formalities for new subscribers, is also leveraging tech- 
nology through Gis maps to plan its investment rollout. 

Roadshows, too, have acquired a new halo as companies reach out 
to an under-served market—case in point, a density of 2-3 per 1,000 
people for automobiles in rural India versus 12-13 per 1,000 people 
in urban. Kashyap says so far India Inc. has largely been flirting 
with the rural consumer. “It’s time to get married,” he quips. m 
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Entrepreneurs and investors are making most of the business 
opportunities that abound in the farm-to-fork value chain. siia vii PANDE 


WITH MANUFAC- 


f turing plants 
Í idling and exp- 


j ort markets 
dying, inv- 
estors are 


crowding back into basics like 
food. Consumers may shrink away 
from that new car or Plasma TV, 
but everybody has to eat. "Many 
sectors have fallen out of favour 
with investors, but food is one 
area that has shown resilience and 
is counter-cyclical,” says Rajesh 
Srivastava, Chairman & Managing 
Director, Rabo Equity Advisors. 
Srivastava should know: he's 
now in charge of the $100-million 
India Agri Business Fund, which 
will look exclusively at India's agri- 
cultural sector. One of Srivastava's 
first investments: Hyderabad-based 


Sri Biotech Laboratories India, 
which makes biological and bio- 
organic products for crop imp- 
rovement and protection. "We 
find post-harvest to be a very int- 
eresting area. Usually, for investors 
to get interested, there has to be a 
certain depth in scale of opera- 
tion, and this is now visible. There 
are more players today, who have 
businesses of over Rs 20 crore that 
make them attractive," he says. 
This goes to show that despite 
the appalling gaps in the delivery 
mechanics—cold chains, ware- 
housing, processing centres and 
logistics—there is enough today 
to make entrepreneurs tackle spe- 
cific projects in the farm-to-the- 
table value chain. Kalyan 
Chakravarthy G.K.D., Country 
Head (Food & Agri Strategic 


Advisory Research), YES Bank, con- 
curs: “Today, it is clear that dem- 
and is not an issue, it is the supply 
side that has not been sufficiently 
worked upon by any player at the 
national level... there are efforts 
concentrated in specific regions 
and for specific food items.” 

The food sector has seen vari- 
ous players actually deliver a 
bounty: Global Green, part of the 
$3-billion Avantha Group of 
Gautam Thapar, has already bec- 
ome the third-largest gherkins 
player in the world, while Bharti 
Del Monte India, a joint venture 
between Bharti Enterprises and 
Del Monte Pacific subsidiary DMPL 
India, has become the largest 
exporter of fresh baby corn. These 
are just two examples. 

Indeed, this promise of a take- 


~ w 










off trajectory is making 
even people like Abhiram 
Seth, a former Executive 
Director of Pepsi Foods, 
try his luck as an ent- 
repreneur. He has set up 
Aquagri Processing to tap 
opportunities in sea plant 
agriculture—a venture that he started 
with PepsiCo and eventually bought. 
Seth aims to grow a particular variety 


Rich Pasture 


There's so much room for growth 
that investors can have a field day 
sizing up potential players in the 

following segments. 


SEEDS: The Rs 5,000- 
crore seed industry is in 
a take-off stage and there 
would be more PE and 
M&A deals in this space 


WAREHOUSING & POST 
HARVEST HANDLING: Though 
the market size is not estimated, the 
demand-supply gap for 
warehousing capacity is 
A, estimated to be about 
38 million MT. With 
the changes in the 
legislation relating to 
warehouse receipt, 
there will be many 
investments in this Space 


FUNCTIONAL FOODS: 
The Rs 900-crore functional food 
market is growing at about 
30 per cent per annum 


GRAIN-BASED 
INDIAN SNACKS: 
The organised Indian 
snacks market is about 
Rs 2,500 crore and the 
segment is attracting 
PE investments 


ALCOHOLIC BEVERAGE 

(BEER AND WINE): The 155- 
million-cases beer industry and the 
2.5-million-cases wine industry are gro- 
wing fast and will attract investments 
















Rajesh Srivastava, Chairman & MD, 
Rabo Equity Advisors 


"Many sectors have fallen out of favour 
with investors. but food Is one area 
that has shown resilience" 


of seaweed used to make carrageenan, 
an edible jelly-like ingredient used in 
foods, cosmetics, pet food and tooth- 
pastes. He has already organised 800 
small farmers for this. 

At the other end of the spectrum 
are seasoned agri-specialists such as 
Gokul Patnaik, Chairman, Global 
AgriSystem, who has discovered 
that in addition to his consulting 


4% เจ practice, there is much profit to 


be made by actually getting his 
= hands into the soil. *We are 

working with 400-500 small 
farmers in Bulandshahar to pro- 
duce European carrots for the dom- 
estic market. | am also foraying into 
potatoes and onions," he says. 
Patnaik, in addition to catering to 
domestic consumption, has also 
bagged orders to export pomegran- 
ates, mangoes and grapes. He is inv- 
esting Rs 30 crore in building 
eight- pack houses that will take care 
of the specialised storage require- 
ments of these items. 

In fact, the demand for fruits and 
certain varieties of vegetables has just 
exploded. *Not surprising—we are 
after all the second-largest producer of 
fruits in world, but until 2004, when 
we allowed imports, Indians were 
unused to quality. People used to act- 
ually pay a premium for a spotted 
banana variety called Chittri whose 
spots come from a fungus inf- 
ection! After apples, bananas have 
been the next big area for tech- 
nology partnerships that have led 
to uniformly ripened fruits,” says 
Patnaik. Here, apart from private 
players, even Safal from Mother Dairy 
is setting up a plant to sort, ripen 
and package bananas. 

Seeds players have always tended 
to do well and now several local 


HOT OFF THE PLATE 
Recent PE activity in the 
farm-to-the-table value chain 


Nuziveedu Seeds (Hyderabad) 
invested by Blackstone 


Rs 400 crore 


Biotar (Mumbai) invested by 
Standard Chartered PE 


Rs 180 crore 


Ramcides (Chennai) invested 
by ePlanet 


Rs 25 crore 


Mainland China (restaurants) 
invested by Saif Partners 
Rs 90 crore 

Jain Irrigation > aai 
invested by IF 

Rs 75 crore 

Mast Kalandar (restaurants) 


invested by Jacob Ballas 
Deal size not known 


Blue Foods (restaurant chain) 
by Indivision 


Rs 190 150 crore 


Parag Parag Dairy Peu 
invested by Motilal Oswal 


Rs 60 crore 
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players such as Namdhari Seeds, 
Vibha Seeds, Krishidhan Seeds, 
Shriram Bioseeds and Rasi Seeds, 
among others, have emerged on 
the scene. “Either some players 
have attracted funds or are being 
actively vetted by others for a 
merger or tie-up,” says an indus- 
try observer. 

Sumit Saran, of the scs Group, 
which helps foreign food compa- 
nies suss out opportunities in 
India, says: “The market for imp- 
orted food is worth $1.4 billion. 
Several players are importing 
fresh and dry fruits, olive oil, 
processed food, beverages and 
pasta, among others." 

So, where does all this add 
up to actually improve the life 
of the farmer and, therefore, rural 
resurgence? PepsiCo, which pio- 
neered contract farming in India 
almost 20 years ago, undertook 
a survey through AcNielsen, 
which has thrown up some int- 
eresting facts: “It showed that 
thanks to contract farming with 
PepsiCo, the employment opp- 
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: The Gravy Train 


SATISH KAUSHIK 





Since it launched its initia- 
tive in 1999 with 800 farmers in 
one state, PepsiCo has been able 
to reach out to more than 
20,000 farmers in eight states. In 
fact, Pepsi's success has demol- 
ished fears that farmers will be 
taken for a ride by companies, 
who will force them to grow 
things and then dump them for 
better bargains. ^We, on the con- 
trary, offer weather insurance 


Gokul Patnaik, Chairman, Global AgriSystem 


‘New technology is going to collapse the supply chain. 
This is a win-win for consumers and the farmers" 


ortunities increased, with about 
53 per cent of farmers employing 
more labour and about 89 per 
cent willing to employ more. 
This, according to the farmers, 
is because PepsiCo technology 
is more employment-intensive 
during harvesting season," says 
Vivek Bharati, Executive Director 
(Agri & External Affairs), 
PepsiCo India. 


: Recent initiatives suggest that food business is fighting fit. 


- Jain Irrigation bagged a Rs 27 
- Crore order for dehydrated onion 
: from a European retailer 


; Frito-Lay is investing Rs 250 crore 
: inits existing plant in West Bengal, 
: Making it the largest plant in Asia 


: Freshtrop Fruits is planning to set 
: up a fruit juice venture near Nashik 


i Himalya International is setting up 
: an agro-processing unit at Mehsana 


: Mahindra ShubhLaabh has tied 
: up with the Netherlands-based 
: HZPC for potatoes 


: Sodexho acquired Radhakrishna 
: Hospitality Corporation 


. 
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Carotino SDN BHD acquired a 50 
per cent stake in food ingredients 
company Synergy Foods 


Citrus International, a Swiss 
firm, has inked an MoU with the 
Maharashtra state's marketing 


department to set up a Rs 170-crore : 


orange processing plant 


Fresh Del Monte Produce has 
signed banana production and 
purchase agreement with 


Rise n' Shine Biotech 


Nature Fresh Logistics India, 

in partnership with Fruit World 
Breda B.V., will set up a Rs 9.5- 
crore pomegranate processing 
plant at Someshwarnagar 


and guarantees to the farmers to 
buy back at an assured price, which 
insures a regular income to them," 
says Bharati. 

So is the case with others. 
Global Green is working with 
25,000 farmers in Karnataka, 
Tamil Nadu and Andhra Pradesh, 
providing them with seeds, fer- 
tilisers, pesticides, technology and 
a fixed price for the output. *Our 
farmers typically earn more than 
the competing crops," says Vineet 
Chhabra, Managing Director & 
CEO, Global Green. 

The good news is that players 
like Global Green are raring to 
go: "We have grown through 
acquisitions and are keen to est- 
ablish more partnerships and 
mergers," admits Chhabra. In 
effect, there is likely to be no 
turning back. All these initiatives 
are bound to rev up the rural 
economy. “New technology is 
going to collapse the supply chain 
(earlier, there were up to seven 
intermediaries between the farmer 
and the actual buyer). This is 
a win-win for consumers and the 
farmers. Indians are willing to 
pay a premium for quality, but 
they do not have to as the process 
gets streamlined with such small 
initiatives that will acquire larger 
proportions," says Patnaik. 
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ON THE 
FARM TRAIL 


Companies in agri-business are finally 
catching the pulse of the farmlands. 
SHALINI S. DAGAR 





ITH CORPORATE INDIA IN THE GRIP OF A REC- 
ession, no CEO can afford to take a break in 
the countryside. For, there he faces the last 
frontier for big business: the food chain. The 
hurdles are big—poor consumers, spread 
over 6 lakh badly-connected villages, often 
without electricity, government policies that discourage compa- 
nies from engaging with farmers, and fickle weather gods. 
Millions of marginal and small farmers operating in less than 
two hectares each, all vulnerable to production and price shocks. 
In conjunction with the emergence of retail chain, the situation 
then becomes what Ashok Gulati, Director (Asia), International 
Food Policy Research Institute (IFPRI, calls the “consolidating top 
and the fragmenting bottom" of Indian agriculture. 

Yet, rural India is bursting with potential. Less than 1 per 
cent of the food produced is processed against about half in the 
Us and one-fourths of the fruits and vegetables harvest rots bef- 
ore it reaches the table. There has been an unprecedented rise in 
rural prosperity over the past two decades and new technologies 
have come in to partly offset poor infrastructure. Changing food 
consumption patterns have created new demand, which is sup- 
plemented by export demand. 

Small and marginal farmers need help to access inputs, credit 
and insurance. Rural business hubs that integrate these services 
are good options for small farmers, as ITC pioneered with its 
e-Choupal. For those wanting to pick agri-produce, interestingly, 
the advice from YES Bank's head of agri-business, Kalyan 
Chakravarthy, is the same—think small. 

The farm sector needs policy fixes (see Reform to Re-farm, 
page 65). Yet, inadvertently, Indian companies addressing differ- 
ent pieces of the *farm-to-fork" chain are creating conditions 
conducive for change. Gulati points out that in Gujarat, agricul- 
ture is growing at 12 per cent per annum. One possible factor: 
dedicated power for agriculture. 

The who's who of corporate India have ventured and ven- 
tured big into rural India. BT revisited four such ventures—they 
aren't the only ones who have achieved some success, but they 
have the presence and experience to share. 
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e DCM Shriram Consolidated 


Lots in Store 
for Farmer 


Approach: Leveraging its core busi- 
ness of urea, hybrid seeds and sugar, 
DCM Shriram Consolidated (DSCL) 
started a chain of retail stores in 
July 2002. Today, the number of 
stores has gone up to 282 across 
eight states. The company has plans 
to touch 500 stores in 2-3 years. 
Called Hartyali Kisaan Bazaar, each 
store sells several products rang- 
ing from multi-brand farm inputs, 
like fertilisers and seeds, to con- 
sumer items, such as cookware and 
apparel. Functioning like a large 
format retail store, each HKB centre 
also provides free agronomic advice 
to farmers. In some cases, it also 
procures the produce from the 
farmers. A typical centre caters to 
agricultural land of about 50,000- 
70,000 acres and covering around 
15,000 farmers. 


Plans: More stores in more states 
and also more services. One related 
area that sounds intuitive would 





be back-end integration of fresh 
fruit and vegetable supplies for the 
retailers, but the company finds it a 
mixed experience. *As of now, we 
are not interested in becoming back- 
end partners. There are many more 
interesting things to do on our 
own," says Ajay Shriram, Chairman 
and Senior Managing Director, DCM 
Shriram Consolidated. However, 
Hartyali has been procuring select 
items at its centres from the farmers. 
In future, it plans to take up the 
milk collection business to consoli- 
date the produce for milk proces- 
sors. In its attempt to become a 
full-scale service provider to the 
rural areas, the company is also 
exploring medical and educational 
offerings. *We are also talking to 
microfinance institutions to figure 
out what business models can 
work," says Shriram. 


Start small, grow steadily 
in the areas that you know well. 
HKB started by operating in the 
catchment area of its core business. 
Agronomists at HKB help farmers 
make the right choices when they 
visit HKB stores, which reinforces 
the relationship. 





Back-end Integrator 


Backward integration was the mantra for Tata Chemica 
in the '90s when it shifted the focus of its fertiliser business from the 
product to the customer. It relaunched its outlets as rural agri-retail 
outlet offering an entire range of services in 2004. Known as Tata 
Kisan Sansars, it was planned that the business dependence on fer- 
tilisers for these shops would be reduced. In 2007-08, over 575 TKS, 
spread across 88 districts in seven states, turned in combined revenues 
of Rs 356.45 crore. Spotting value in integrating the farm-to-fork sup- 
ply chain, recently, the company formed an equal joint venture—Khet 
Se Agriproduce—with the UK’s Total Produce Plc, a fresh produce 
operator. It has set up four banana ripening chambers and four cold 
storages at the sourcing and distribution centre at Malerkotla in 
Punjab. Khet Se is already supplying to local retailers around 
Ludhiana and transacts 30 tonnes of fresh produce daily. 


C 





S 





More services such as foliar nutrition services—simply put, a 
follow-up application of fertilisers by spraying the leaves—at the TKS 
centres to continuously engage with the farmers. Another plan is to 
expand the core product portfolio of fertilisers to customise them for 
soil and crops. It expects to roll out such tailor-made food for 
crops across 20 districts in Uttar Pradesh in kharif season 2010. *Once 
daily fresh produce transactions rise to 60-70 tonnes, we will repli- 


cate the Malerkotla model across 40-50 facilities," says Kapil 


Mehan, Executive Director, Tata Chemicals. 


Start in areas adjacent to core competencies. Examples: TKS 
outlets and customised fertilisers. For the complex back-end supply 
chain requirements of acquiring fresh fruits and vegetables, harness 
long-term relationships. And for technology, get a partner. 
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Riding a Trickle 


Approach: From being traders in agri-products and 
then manufacturers of papain and plastic pipes, in 
1989, the promoters of Jain Irrigation moved into 
water management through micro irrigation. In 
1994, the company branched out into the food 
processing business for dehydration of onion, veg- 
etable and production of fruit purees, concentrates 
and pulp. In the intervening years, it has become one 
of the largest drip irrigation companies in the world, 
aided by a conducive policy framework. But as 
Anil Jain, Managing Director, Jain Irrigation, says: 
*Right now, water, power and fertilisers all are 
subsidised. Sure, drip irrigation gets a capital subsidy, 
but it reduces consumption subsidy." 


Plans: The company, which has a presence largely in 
the West and South, intends to span more geogra- 
phies, crops and farmers in the next three years. “We 
will focus on any technology that allows us to grow 
more with less," says Jain. The company will also int- 
ensify its efforts in building irrigation infrastruc- 
ture between canals and farms, and treatment of 
wastewater for farm purposes. “This will transform 
the dry land farms into irrigated farms," says Jain. In 
processed foods, the company is planning to widen 
its offering to over 10 fruits and five vegetables. 


Learnings: Sometimes, concept-selling works when 
there is an obvious need for a technology in a sector 
lacking in technological inputs. And there is merit in 
working in one sector diversifying both backward 
and forward. The Indian farmer needs hand-holding 
while adopting a new technology and proof of con- 
cept. Then, he will run with it. 
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@ Monsanto 


Biotech Vigour 


Approach: The us-based agrichemicals company 
branched into biotech some years ago. Monsanto 
introduced its patented “Bollgard” technology to 
make cotton resisitant to the widespread and one 
of the most damaging pests—the bollworms—in 
India in 2002. Introduced through the joint venture 
of Mahyco Monsanto Biotech, the technology was 
subsequently licensed to 23 seed companies, which 
ensured that the “Bollgard” technology was avail- 
able to the farmer in the hybrids of his choice. The re- 
sult: in the ensuing six years, India's cotton production 
has seen a dramatic turnaround, making the country 
a net exporter. And India has the fourth-largest 
acreage in the world under biotech crops (7.6 million 


d 


hectares) courtesy Bt Cotton. 


Plans: Over the next few years, the company will 
remain focussed on cotton (now weed-resistant) and 
corn in India. The company has a global plan to 
double the production of corn, cotton and soybean 
and reduce inputs needed to grow these crops by a 
third by 2030. India is a part of this plan. In con- 
junction with Indian Society of Agribusiness 
Professionals, it recently launched a four-year inter- 
vention for farmers in Gujarat to help them improve 
productivity. 


Learnings: Collaboration (with seed companies and 
with other stakeholders) is crucial for success in India's 
farms dominated by small holdings. Technology, 
which makes a perceptible change to farmers' lives 
through higher yields, lower pesticides sprays and 
better incomes, gets adopted no matter what the 
moral and ethical issues associated with it are. 
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From Field to Fries 





The story behind made-in-India MacFries is an epic in the annals of 
potato farming and took almost a decade to script. kusHan MITRA 


The S potato was developed 

in the '60s specially for the food 
processing industry 

It has a higher solid content and lower 
water content than all Indian varieties 


Its oblong shape and size—up to a foot 
in length—makes it ideal for 


rooe in India by McCain Foods, 
master potatoes are grown in 
Lahaul-Spiti Valley in Himachal 


"y 
"Hu 
hy 
, 

















2. From Himachal, potatoes are 
transferred to the fields of Kheda Distt, 
Gujarat, where the crop is grown 










CDONALD'S 
launched in 
India in 1996, 
and in the years 
that followed, 
j the world's 
largest fast food chain established 
with its partners the most impressive 
cold-chain in the country. But until 
August 2007, every serving of 
MacFries came onboard a ship. 
Then, a process that McCain Foods, 
McDonald's largest supplier of fries 
and the world's largest potato 
processor—three per cent of the 
world's potatoes pass through 
McCain factories—began in 1998 
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3. Harvested potatoes are transferred 
to McCain's factory in Mehsana 


4. They are steam-peeled, cleaned 


and checked 


5. Before being blanched, cut 
and dried... 


came to a close. The first India- 
made MacFries made it onto the 
menu. The nine-year saga is full 
of heartbreak and pain, but it is 
also a remarkable success of 
agronomy in India. 

There are over 150 McDonald's 
outlets in India, which are set to in- 
crease to 200 by the end of 2009. 
These outlets are expected to 
consume 1,200 tonnes of lettuce, 
100 million buns and 3,500 tonnes 
of potatoes, of which two-thirds 
will be MacFries. And chances are 
that the MacFries that you eat 
would have come from a Shepody 
potato that began its life in a field in 


the Lahaul-Spiti valley in Himachal 
Pradesh. This year, 70 per cent of 
the MacFries served by McDonald's 
India would have been grown in 
India. By 2010, each and every 
MacFry would be Indian, and 
Indian fries may well be travelling 
the world. 

The process of growing the 
potato that becomes a serving of 
fries is a logistical masterpiece. The 
master crop of potatoes is grown in 
the Himalayas, where the weather is 
conducive, but these don't make it 
onto the plate. Instead, they're 
harvested in September and rushed, 
before the Rohtang Pass shuts for 






6....And fried before being frozen 


£ 


7. Ready for packaging, fries 
are measured-cut into bags 







8. Every half an hour, a pack 
of fries is checked for taste 







9. Each carton has 15 kgs 
of fries 






10. Cartons are stored at -180 C 






11. And are dispatched in cold 
chains to all over India from 
the McCain factory 








12. The finished MacFries are 
fried once again before ending 
up on your plate 
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the winter, 1,000 kilometres to 
farmers in Kheda district west of 
Ahmedabad in Gujarat, where the 
tubers are replanted. Come March, 
the now massive Shepody potatoes 
are harvested and sent to the 
McCain factory in Mehsana to 
become MacFries. 

Sounds difficult, and it almost 
didn't happen. It took nine years for 
McCain to get the potato right, no 
less because of McDonald's exacting 
standards. Devendra Kumar, 
General Manager, Agriculture, 
McCain Foods India, is the reason 
that India became only the 14th 
country in the world to produce 
MacFries. Not a mean feat when 
you consider that McDonald's is 
the world's largest consumer of po- 
tato fries and serves them in over 
200 countries worldwide. *There 
are 2,000 potato varieties in the 
world, but only a very few meet 
McDonald's exacting standards. 
One of them is Shepody, but India 
has the worst possible growing con- 
dition for Shepody,” says Kumar. 

The challenge before Kumar 
wasn’t convincing farmers to grow 
potatoes—India is the world’s third- 
largest producer of potatoes and in 
2008 grew an estimated 35 million 
tonnes of potatoes. The problem 
was convincing them to grow the 
potato he wanted. “Indian varieties 
tend to be low on solids and very 
high on water, the opposite of what 
a good French fry potato should 
be,” Kumar says. Abhijit Upadhye, 
Director, National Supply Chain, 
McDonald’s India, says that fries 
created from local varieties were 
“limp, charred and far too oily.” 

Richard Tarn, the Canadian 
creator of the Shepody variety, 
believed that it could never be 
grown in India, particularly since 
the variety suffers from “heat 
stress”. The Shepody, with its high 
solid content and an oblong shape, 
is perfect for fries. But Kumar spent 
years trying to get the potato to 
grow. The growth and potential 
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FARMING FRIES 


MacFries set to go completely local. 


@ Until August 2007, all MacFries 
were imported. By 2010, all MacFries 
will be made in India 


€ McDonald's will serve 3,500 tonnes 
of potato products in India in 2009, 
including over 2,000 tonnes of fries 


@ Ittakes 100 minutes for a potato to 
travel from one end of the plant to the 
other and come out as finished fries 


@ Over 100 farmers are cultivat- 
ing 1,500 acres of Shepody 
potato for McCain India 


€ McCain India expects 
to process 15,000 
tonnes of potato 

this year 


of the fast food industry 
in India made potato pro- 
cessing almost an imperative. 

The Shepody variety could be 
produced in the high hills of 
Himachal Pradesh. But that would 
be a logistical nightmare for 
McDonald's, which has stores all 
across the country. Eventually 
Kumar settled on Gujarat. *The 
Gujarati conditions, while not 
perfect, were good, and the 
Gujarati farmer was willing to try 
new practices if it meant making 
more money." 

Kumar started with a small 
demo farm of his own, showing 
farmers techniques of drip irrigation, 
which reduced water usage by half. 
This was important in a state where 
the water table is now below 700 
feet and also for the low water con- 
taining Shepody. “Drip irrigation 
also dramatically enhanced the 
amount of land under cultivation as 
farmers didn’t need furrows for 
flood irrigation. We also taught 
them things like pre-chitting, cut- 
seed and other systemic changes.” 
The Gujarat government also had a 
special scheme for drip irrigation 
which gave farmers a 50 per cent 








subsidy, but even then it costs over 
Rs 50,000 an acre to install. 

Kumar’s Shepody began to give 
hugely improved yields. From a 
maximum of 10 tonnes per acre 
initially, farmers could potentially 
grow 16 tonnes of Shepody per 
acre. With a fixed-price contract 
with McCain in place, the farmers 
were also protected from price 
fluctuations. From just seven acres 
under cultivation by one farmer, 
Kanhaiyalal, in 2005, today 1,500 

acres are under Shepody cultivation 
and farmers are lining up 
at McCain’s factory 
(McCain Foods was set 
up in 2006 at 
Mehsana at a cost of 
Rs 109 crore) to join 
the potato revolution. 

Inside the Mehsana 
factory, it takes 100 
minutes from the time the 
potato sack is opened at one end 
to the time the finished fries make it 
out the other end. And the process is 
quite amazing for the high degree of 
mechanisation as well as the sheer 
size of some of the Shepody pota- 
toes—over one foot long! “People 
sometimes think that the super long 
fries they get are ‘formed’ in a ma- 
chine. These are from a potato,” 
jokes Upadhye. 

In the Quality Assurance room, 
we see testers who have to taste a 
batch of fries every half hour. “Not 
a bad job,” jokes one. But Kumar’s 
success has been so thorough that 
McCain India is now producing 
not just MacFries but a whole host 
of products and now Gujarati 
potatoes are travelling to the ends 
of the earth. They will process 
15,000 tonnes of potatoes this 
year. The plant has a capacity to 
process 40,000 tonnes of potatoes 
into 20,000 tonnes of fries, enough 
to make sure Upadhye does not 
have a problem with fries for quite 
a while. And when you walk 
into McDonald’s, you have an 


Indian fry! 


COLUMN/ S. SIVAKUMAR 





Reform to Re-farm 


Several key reforms were stalled and reversed 
when agri-business was about to take off. 


E UNFOLDING STORY OF 
Indian agriculture over the 
past few decades has given us 
plenty of food for thought. On the 
one hand there is the spectacular 
success story that has seen a nation 
move from crippling shortages to 
self-sufficiency in food, while on 
the other hand, there are contra- 
dictions and paradoxes that few 
will find easy to reconcile. The cru- 
cial thing though, at this juncture, is 
to realise that some important 
changes are occurring around us 
that impact Indian agriculture. 

For one, there is a growing need 
for a more market-aligned produc- 
tion in terms of variety or quality 
that the “new” consumer is seeking. 
Given that so many people rely on 
agriculture for their livelihood it 
requires us to achieve such a market 
alignment in an inclusive manner. 

This transformation is more 
fundamental than what is commonly 
believed. Producing what the con- 
sumer demands is an entirely 
different ball game from consum- 
ing whatever is produced by the 
farmer. The technology now has to 
shift focus to bringing consumer pre- 
ferred traits into crops, in addition to 
the yield improvement work done in 
the past. ITC's integrated consumer- 
to-farmer business model became a 
celebrated case study of a new de- 
mand driven value chain. Such new 
models by several companies be- 
came possible to a large extent be- 
cause of an enabling environment 
provided by the government through 
the reform of Agriculture Produce 
Marketing Act (APMC Act) to permit 
contract farming, direct marketing 


A. PRABHAKAR RAO 


and private mandis to improve the 
linkages between the farmer and the 
agri-business companies. 

A more important role has been 
played by the tax structure reforms 
to make the rates across states 
uniform, reducing the points of tax- 
ation along the chain and moderat- 
ing the tax rates. The new VAT 
regime is a step in the right direction. 
One of the biggest sources of margin 
for several unscrupulous fly-by-night 
agri commodity players has been 
tax evasion. It is next to impossible 
for any long term, consumer- 
oriented agri business to first offset 
this tax element, and then create 





value. The tax structure was one 
main reason for the fragmentation of 
our agri-business industry. 

Equally significant have been 
measures aimed at promoting new 
institutions and mechanisms such 
as commodity derivative markets, 
weather insurance etc., to reduce 
risk and transaction costs in 
agriculture and agribusiness. 

While the sector was just about 
to take off, unfortunately, many of 
these reforms have been pushed 
back in several knee-jerk reactions 
over the last two years, either in 
the process of controlling inflation 
—partly rightly so—or possibly 
under pressure from vested interests. 
For example, Essential Commod- 
ities Act resurfaced and the stock 
limits were reintroduced. Physical 
movement across states was 
restricted in some commodities. 
Futures trading has been suspended 
in many commodities. Several local 
taxes and offsetting structures in 
many states defeat the common tax 
regime. The new Food Law is still 
not implemented pending opera- 
tionalisation of the Regulatory 
Authority. Most importantly, the 
APMC Act—a basic enabler—is still 
not amended in several key states 
even five years after the model Act 
was formulated. Where it is 
amended, the rules are not yet in 
place. I do realise that any change 
process is bound to be slow in a 
complex country like India, but one 
is not sure whether agriculture can 
wait that long. พ 





S. Sivakumar is Chief Executive 
(Agri Businesses), ITC Limited 
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In its five years Raghuvansh Prasad 
at the Centre, the Or 
UPA government The sep" appr Mis 
persevered for just ณ์ aue clone fone 
one goal: Survival. lent voice “ he Ge pe 
HOT STATS: 1,81,000 kms of rura 
Here Sa rating for roads,19 million houses under the 
its key ministers. Indira Awaas Yojna, coverage under 


Total Sanitation Campaign increased 
from 21% in 2001 to 59%. 
HARD TASK MASTER: Routinely took 


PUJA MEHRA 


IVE YEARS IS A LONG 

time to transform a 

sector, give it a new 

direction. Manmohan 

Singh and P. Chidam- 
baram had demonstrated this 
in the early 1990s. 

How many sectors appear 
transformed since 2004? Not 
many. Aside from the notable 
exceptions—Lalu Prasad who had 
the Railways turned around and 
Praful Patel who pulled off a sea 
change in air travel—which too seem 
a result more of the ministers’ personal 
ambitions than the imperatives of good 
governance. The rest of the Dream Team, 
it appeared, did not even bother with step 
one: envisage blueprints for changes. The few 
to have one—Chidambaram unsuccessfully 
strived for some sensible policy push—failed to 
make any headway. Singh's resolve and statesmanship 
was reserved exclusively for the nuclear deal. 

UPA's surprise over gaining the seat of power pre- 
vented a game plan for governance from falling into place. 
In the end, in terms of policy reforms, India is not poised any 
better than it was five years ago. 


of states over lack of progress. 
MASTER STROKE: Nearly every state 
government was forced to revise 
upwards the statutory minimum 
wage rate for the first time in 
decades as the poor prefer the 
better-paying rural employment 
guarantee scheme. 

GRASSROOTS WORKER: Computeris- 
ation of land record systems. 
LEGACY: A system of funds disbu- 
rsement and supervision through 
5.77 crore NREGA bank and post 
office accounts. 
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. Dayanidhi Maran 


stock, pulled up chief secretaries 


by 


THE RAJA OF THE RINGS 


. In three years as Telecom Minister, 
. Maran fought his Cabinet colleagues 
. and over-charging telcos to deliver 


tangibles. 
MASTER STROKE: Eased entry by 


. dropping the entry fee for domestic 


long-distance telephone services from 


. Rs 100 crore to Rs 2.5 crore. Cut the 
. international long distance fee from 


Rs 25 crore to Rs 2.5 crore. Publicly 
goaded telcos to cut tariffs by five times 
to the lowest level in the world. 

FDI GO-GETTER: Bagged big-buck IT 
deals from Nokia, Microsoft and IBM. 


. Battled the Left for 18 months to get the 


FDI cap raised to 74 per cent. 
GRASSROOTS WORKER: Helped lift rural 
teledensity from 1.5 to 6 per cent. 


T. R. Baalu 
THE SHOW-STOPPER 


The minister for roads killed the 
momentum built by the NDA. 

COLD STATS: Not one project completed 
on time. Of the 32,939 km of the NHDP, 
barely 9,463 km is ready. Projects worth 
Rs 84,000-Rs 98,000 crore are held up. 
CHAINED TO CHENNAI: Dispatched dispr- 
oportionate amounts of central resources 
for Chennai's roads and flyovers that the 
NHAI had no mandate for. 

DEADLY STROKE: Changed four NHAI 
chairmen in 20 months. No projects 
awarded during July-December 2008 . 
SON RISE SECTOR: Wrote repeatedly to the 
PMO for making gas available to 
companies owned by his son, which 
stirred fierce debates in Parliament. 
LEGACY: An acclaimed infrastructure 
initiative virtually brought to a halt. 
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P. Chidambaram 
THE ABORTIONIST 


As Finance Minister, gave no 1 
Dream Budgets. P Y 
COLD STATS: The economy grew Ni NS 
at over 9 per cent for three "mn 
consecutive years for the first time. 
Raised tax-to-GDP ratio from 9.7 per 
cent in 2004-05 to 12.5 per cent in 
2007-08. Cut fiscal deficit to 2.7 per 
cent of GDP in 2007-08, but lost control 
last year, pushing it to 6 per cent. 

THE ALLOCATOR: Wrongly believed 
doubling expenditure (in five years) 
alone will solve the problems of growth. 
DEADLY STROKE: Failed to act on bright 
ideas such as the Outcome Budget, 
banking and insurance sector reforms. 
LEGACY: Decelerating growth; out-of- 
control spending; weakened fisc. 
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Praful Patel 
MAKE-UP MAN 


The Aviation Minister changed the way 
the sector looks, but will it remain so? 
COLD STATS: Of the 300 million Indians 
who can afford it, 35 million are flying. 
MASTER STROKE: Mid-wifed airport 
projects conceived by the NDA. 
Neutralised unions of Airports Authority 
of India for smooth hand-overs to private 
airport operators in Delhi and Mumbai. 
DEADLY STROKE: Indian Airlines is no more 
and the merged entity with Air-India is in 
deep red. Didn't stop the blatant cartel of 
airlines. Cleared Jet Airways's overseas 
flights days before its listing. Near- 
collisions became so common, even 
the President wasn't safe. 

LEGACY: A blueprint for growth, 
though the glitzy airports and 


airlines need to be filled up. i | 
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Mani Shankar Aiyar 
THE ENERGISER 


As Petroleum and Natural Gas Minister, he showed vision and 
an ability to think for the future. He toured West Asia garnering 
support for a pipeline project to secure India's energy future. A 
squabble that led to the ouster of Subir Raha from the ONGC 
Chairman's post was the only low point in an otherwise 
impressive stint of about two years. 


Lalu Prasad Yadav 

THE BOOGIE MAN 

The Railway Minister tumed Indian Railways around, 
defying every trick in the book. He also kicked off 
several projects with public-private participation. 
LEGACY: Lalu focussed on fares and finances but 
forgot to deliver the last mile—the experience 
for passengers worsened as trains and stations 
became more crowded. 


Kamal Nath 
THE SOPRANO 


The Commerce & Industry Minister failed to 
conclude successfully the Doha WTO round, 
though he alone can't be blamed for it. Couldn't 
open retail to FDI. Except the sops he routinely 
extorted out of the finance minister for exporters, 
Nath has little to show. LEGACY: The recent changes 
in the FDI policy have confused investors. 


P.C. GUPTA 
THE LATE BLOOMER 


The Minister for Company Affairs shot into the lime- 
light with his handling of Satyam post-Raju's fraud. 
LEGACY: His bills could have had far-reaching 
implications with provisions such as one-man 
companies, eased caps on the number of partners 
in a firm and limited liability provisions, but are 
likely to lapse with the expiry of the Lok Sabha. 


A. Raja 

THE DISCONNECTOR 

The Telecom Minister's reluctance to seek clear recom- 
mendations from the telecom regulator for the sale of 2G 
spectrum licences cost the exchequer an estimated Rs 
60,000 crore. He misinterpreted binding recommendations, 
misled applicants, juggled deadlines and jigged the queue 
to undersell the licences to a few companies. 


LEGACY: The next government will have to implement 
number portability and auction 3G licences. 
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After seven years of a heady upcycle, Reliance Industries 
finds itself hemmed in a downturn that's perhaps the worst 
ever since it went public 31 years ago. suman ayak 


N THE SECOND WEEK OF MARCH 

2009, Reliance Industries Ltd 

(RIL) cancelled a tender offer 

for naphtha (April 2009- 

March 2010) as it received 
very low price bids. In tbe same 
week, it also terminated a contract 
for a drill ship Neptune Explorer 
that was contracted for use from 
the April-June quarter for exploring 
oil and gas on the east cost. 
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The symptoms of a slowdown 
are getting starker as every day of 
the downturn goes by. On the one 
hand, RIL is grappling with low de- 
mand for refined products and 
petrochemicals—businesses that are 
at the core of this Rs 1,33,000- 
crore conglomerate. This comes at 
a time when the group’s second re- 
finery in Jamnagar, with a capacity 
to process 5,80,000 barrels of crude 


per day, has begun production— 
and when refining margins glob- 
ally are near an all-time low. On the 
other hand, it is trying to optimise 
its expenses to start production of 
oil and gas in the pe block of the 
Krishna-Godavari (KG) Basin, even 
as it holds back on further exp- 
loration in other blocks of the KG 
yasin. Production in the D6 block is 
expected to soak up investments 


The slowdown is doing 
RIL no favours... 


Both its flagship businesses of petro- 
chemicals and refining—which typically 
move in opposite cycles—are in the dumps 


Focus on cash conservation means 
that forays into SEZs, a new cracker at 
Jamnagar and organised retailing have 
to take a backseat 


According to Macquarie, the return on 
equity is expected to drop to 14 per cent in 
2008-09 from 19.2 per cent in 2007-08 


The reported earnings per share is 
also expected to drop to Rs 90.43 in 
2008-09 from Rs 124.07 in 2007-08 


...Dut it hopes to use the tough market 
conditions to its advantage 


It is the lowest-cost producer of 
petrochemicals in the world 


The new refinery at Jamnagar will be 
amongst the top three in sophistication 
and complexity (which will result in 
higher margins) 


The merger of RIL and RPL will 
allow it significant synergies to manage 
the refining business better 


The oil & gas business will bring 
new revenue streams into the 
company's books 





of Rs 17,000 crore ($3.3 billion) 
over a one-year period, whilst 
India’s largest private sector cor- 
poration has so far spent Rs 60,000 
crore in oil & gas exploration ac- 
tivities and building a gas pipeline. 

The swiftness and the savagery 
of the global downturn have caught 
business by surprise—the bigger the 
corporation, the bigger is the sur- 
prise. Around this time a year ago, 
signs of hiccups in the global econ- 
omy were evident. But few analysts 
expected Mukesh Ambani’s 
Reliance Group to be so badly hit. 
The core operations were visibly 


affected even then—although RIL’s 
superior profitability and resilience 
were expected to hold it in good 
stead. Yet, it was Ambani's large- 
scale growth plans that were elicit- 
ing ecstatic responses from equity 
analysts, many of whom were put- 
ting out fanciful (at least in hind- 
sight) target prices for the company 
on the basis of the sum of the 
group's parts. 

The sum of these many parts— 
right from exploration and pro- 
duction of oil and gas to special 
economic zones (SEZs), organised 
retailing, city gas distribution, and 
other new forays reported in the 
media like semiconductors, for one, 
not to mention reports of a third re- 
finery—was indeed huge. But like 
most valuations, this number was 
based on future cash flows. Today, 
some of those new projects are 
stuck in the economic slowdown, 
although the RIL top brass doesn't 
see next fiscal's cash flows being 
hindered. They are still confident of 
churning out $8 billion in hard cash 
in 2009- 10—thar's in line with what 
the RIL top brass had told 
analysts a year ago. 

Not just that—RIL's top team, 
which includes Ambani's lieutenant- 
in-chief, Manoj Modi, is confident of 
maintaining the track record since 
going public in 1977 of doubling 
profits every three years. RII 
now aims to feature in the top 50 
most profitable firms in Fortune’s 
Global 500 in three years. In the 
last Global 500, it was ranked at 
206 in terms of its revenues. With 
profits of $4.85 billion, Reliance 
was within striking distance of 
China Mobile’s $8.42 billion 
(China Mobile was ranked last in 
the top 50 most profitable 
companies by Fortune in 2008). 

However, at a time when petro- 
chemical prices have fallen by 50-75 
per cent from peak levels, touching 
five-year lows, and refining margins 
are at least $8 lower than recent 
highs, you have to wonder how is RII 





REFINING PROFITS? 


RIL owns two of the three largest 
complex refineries. 

Company Location Nelson Complexity 
BP Texas City 14.2 
RIL SEZ Jamnagar 14.0 
RILEOU Jamnagar 11.3 
CITGO Lake Charles 11.2 
Exxon Mobil Baytown 10.9 
Exxon Mobil Beaumont 10.8 


Source: IEA, RIL, Macquarie Research, March 2009 
(The complexity index measures the ability of a 
refinery to process cheaper and dirtier crude) 





THE RIL-RPL EQUATION 


Why Ambani is bullish on the merger. 


@ Hopes to save up to $110 million a 
quarter in crude sourcing 


e it will allow RIL to better utilise its 
crude-processing capacities 


@ According to Macquarie estimates, tax 
benefits can be as high as $500 million 


@ It will allow RIL to offer a wider 
range under the same umbrella 


going to generate so much of 
moolah? Clearly, cash conservation 
Is one way out and cost-cutting is 
an integral part of that plan. 
According to BT estimates, RIL has 
downsized by at least 4,000 people 
over the past few months across its 
various businesses, including Reliance 
Retail and the SEZ ventures. With 
construction largely over at the sec- 
ond Jamnagar refinery as well as the 
gas pipeline, a lot of contracted 
workers have left Reliance's indirect 
employment in 2008. Reliance 
Industries officials said that the num- 
ber is as low as around 1,200 out of 
which 600 were from the retail busi- 
ness and 400 were due to the vol- 
untary retirement scheme at the 
Hazira plant. A SAP automation proj- 
ect implemented in 2008 also created 
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some redundancies. The company 
also managed to cut its staff cost to 
Rs 588 crore in the September quar- 
ter from Rs 651 crore at the end of 
the June 2008 quarter. In the 
December quarter, however, it 
climbed back to Rs 605 crore. The 
global recession is hurting and is the 
biggest problem—aggravated, no 
doubt, by a *dysfunctional financial 
market," as Alok Agarwal, Chief 
Financial Officer, RIL, puts it. 

Another way to conserve cash is 
to go easy on capital expenditure. A 
$2-billion gas cracker planned at 
Jamnagar has been put on the back- 
burner; only Rs 1,000 crore—of 
the proposed Rs 25,000 crore— 
has been sunk into organised re- 
tail, with value retail becoming the 
focus area; and exploration of oil & 
gas is in go-slow mode. 

P.M.S. Prasad, President & CEO, 
RPL says: “We have discussed the 
current situation with the Director 
General of Hydrocarbons and have 
decided to focus on production of 
gas and oil from pe. For that, we 
have to slow down our exploration 
activity." In fact, exploration is 
facing problems globally. Prasad 
explains how in Canada the pro- 
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"What works in our favour is the size, scale, complexity and the right 





THE CHEVRON FACTOR 
US energy giant 
€ | ก April 2006, RIL and Chevron India 


How the changed Chevron 
triggered the 
had entered into an agreement through 


prospects of the i 
RIL-RPL merger. au. ot 
which Chevron bought 5 per cent in RPL 


€ According to the pact, Chevron was 
to buy additional shares at 5 per cent 
below market price and raise its 

stake to 29 per cent 


@ But this deal could go through 

only if some additional pacts for supply 
of crude and offtake of products were 
signed between the two companies 


@ As Chevron felt it would not be able 
to sell RPL's additional products, it de- 
cided to opt out. Also, it isn't in a position 
to provide RPL with the volume of heavy 
crude it needs at its complex refinery 


duction cost of a certain grade of 
heavy crude is $60 per barrel and 
exploration has totally stopped—as 
the crude would be unviable at to- 
day's prices. “It’s different from 


location of the (new) refinery—access to crude is just a week away" 
ALOK AGARWAL /Chief Financial Officer / RIL 
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what was a given earlier—that if 
there is crude underneath you get it 
out—selling was never a problem." 
Also, on the backburner, are SEZs in 
Haryana and in Mumbai—the latter 
involves a non-RIL company, that 
of Anand Jain (see box next page). 

It's against such a backdrop that 
last fortnight's merger of Reliance 
Petroleum Ltd. (RPL)—the company 
floated to build the second refinery 
at a cost of Rs 27,000 crore—with 
RIL has got the go-ahead. The amal- 
gamation comes in the wake of 5 
per cent shareholder Chevron, the 
US energy giant, walking away from 
a possible deeper alliance. The re- 
lationship with Chevron was rooted 
in two crucial agreements: The us 
major would supply heavy crude 
needed for the complex 
refinery (which means it can process 
heavier crude, and thereby rake in 
chunkier margins); and it would 
also pick up some of RPL’s offtake. 
However, the global downturn has 
hit Chevron, which makes it difficult 
for the company to guarantee these 
proposed agreements. Result: Exit 
Chevron, enter RIL. 

The merger has many benefits, 
right from economies of scale in 
sourcing (for two refineries at a go 
rather than individually). Other sim- 
ilar advantages include offering pack- 
age deals to vendors of crude, buy- 
ing up all their grades and extending 
easy credit facilities with suppliers to 
the new refinery. “We do not need 
to open fresh letters of credit for 
our existing suppliers to RIL, after the 
merger, for the new refinery. After 
the merger, RIL’s easy credit norms 
will automatically get extended to 
the new refinery,” explains Agarwal. 
According to Jal Irani, Equity Analyst 
at Macquarie Bank, the fact that 
the RPL refinery is in an SEZ and, 
that RIL’s export-oriented unit (EOU) 
status ends in 2010 provides "... 
incentive for RIL to maximise gross 
refining margins and profits at the 
new refinery even at the cost of 
lower profits at the existing refinery. 


JAIN ON THE WANE? 


One of Mukesh Ambani's trusted lieutenants is in the wars of late. 


T THE TIME OF THE SPLIT IN THE 

eliance empire, two men faced the 
ire of the camp of younger brother Anil 
Ambani—Anand Jain and Manoj Modi. 
They were the two trusted lieutenants of 
Mukesh Ambani—the people derided 
by the Anil faction as chelas, chamchas 
and cronies. 

Almost four years later, Modi seems 
to be at the helm of a lot of things at 
Mukesh's Reliance Group, and per- 
ceptibly more in charge than before. 
Jain, on the other hand, seems to be 
caught in a giant jam. Last fortnight, re- 
ports spread like wild fire that income 
tax officials were conducting a search at 
Jain's office and residence, Jain's Jai 
Corp has plans to implement two SEZs, 
over 17,500 acres and involving a to- 
tal outlay of Rs 31,000 crore over an 8- 


We believe this is practically possible 
by using cheaper crude and pro- 
ducing high-margin products at the 
new refinery." 

What's more, since the two 
Reliance units at Jamnagar (post- 
merger) are amongst the three most 
complex refineries in the world (in 
a universe of 700 refineries, roughly 
half of which are complex), 
Reliance's consolidated refining ca- 
pacity will theoretically be amongst 
the last three standing if the world's 
entire production shuts down. This, 
tied in with RIL’s claim of being the 
lowest-cost, highest-quality pro- 
ducer of petrochemicals, give it the 
staying power to not just survive 
the downturn, but in fact, to use the 
global recession as an opportunity to 
thrive even as a number of global 
rivals fall by the wayside. 

Indeed, RIL’s ability to see 
opportunity in the face of adver- 


year period. Mukesh Ambani holds a 
controlling stake in both the SEZ com- 
panies through his private equity in- 
vestment vehicles. At least one of these 
projects, the larger Mumbai SEZ, has 
got caught in political quagmire with a 
referendum on whether the farmers 
wanted the SEZ. While participation 
in the referendum was low, more than 
90 per cent of the voters opposed it. A 
saving grace is the jewellery SEZ 
planned by the company in Navi 
Mumbai over 33 acres that got an ap- 
proval of the empowered group of min- 
isters in February. 

Jain had been called a “modem-day 
Shakuni," by Anil Ambani at the time of 
the split, alluding to his role in dividing 
the Ambani family and alleged manip- 
ulations in IPCL where Anil Ambani 


sity is legendary. Way back in 1989, 
its project in Patalganga—the village 
on the Konkan coast that is home to 
an RIL petrochem unit—was sub- 
merged under water. Some 400 
people lost their lives and 1,500 
families were rendered homeless. 





"We have decided to focus on production of gas and oil 
from D6 and slow down our exploration activity" 


P.M.S. Prasad/ President & CEO (Petroleum) / RIL 





INYASOO LIHOVMN 


Jai Corp's Jain: Will he bounce back? 


and Anand Jain were board members. 
Jain did not respond to queries mailed 
by Business Today and his office said 
that Jain has not been to the office for 
the last few days. 

So, has the close friendship be- 
tween Jain and Mukesh Ambani 
soured? Or, are there other strategic 
mistakes involved? Some answers may 
lie in the share price of Jai Corp, which 
has crashed by almost 90 per cent 
from its last March's peak. 


In less than three weeks, the RI 
top brass got the plant running at 
normal capacity. Similarly, in 1998, 
in Jamnagar, when RIL’s first refin- 
ery was being built—then the 
world's largest grassroots unit— 
was struck by a storm. Some 550 
people went missing. In 15 days, 
the company succeeded in getting 
60,000 workers back to work. The 
Jamnagar unit was commissioned 
within the stated deadline—of less 
than 36 months. Other natural 
calamities that have struck the group 
include a plague (at Hazira, home to 
a polyester unit), and an earthquake 
(in Gujarat). Much like retail, 
Reliance's mobile telephony game 
plan—then Reliance Infocomm, 
now Reliance Communications, 
which is owned by younger brother 
Anil after a famous split four years 
ago—had come unstuck initially. 
The biggest difference this time 
around, however, is that virtually 
every Reliance business—along with 
the global economy—is in the wars. 
Clearly, this is Mukesh Ambani's 
biggest test yet. B 


bt 


Life on the KG Basin | 


After a day on board RIL's oil & gas exploration ship in the Krishna-Godavari Basin, 
SUMAN LAYAK returns impressed by the infrastructure and the company's production plans. 
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Krisbna-Godauari Basin. 
Deepwater Exploration Block D6 


[ WAS 12 NOON AND I WAS THINK- 

ing petroleum crude and lean 

gas in million metric British ther- 
mal units, hardly expecting to en- 
counter white-skinned sunbathers— 
especially in the middle of the Bay 
of Bengal—where the waves can 
be as high as six metres. 

Now before you imagine biki- 
nis, let me clarify that these were 
men sunbathing on the helipad of a 
ship. The ship is in the Bay of 
Bengal to build the last parts of 
the platform that will collect the gas 
out of the first few wells of the pe 
block in the Krishna-Godavari Basin 
of Reliance Industries Ltd. (RIL) 
and send it landwards. *If you came 
here earlier in the day, you could 
have seen them jogging," says one 
of the Indian employees of RIL on 
the platform. 

Life can be very different when 
one is trying to extract natural 
resources that are buried two km 
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below the surface of the sea. And 
yet somehow, they manage to serve 
samosas and farsan to their guests! 
RIL is on the verge of producing 
both gas and petroleum crude from 
the Dé block in the Krishna-Godavari 
Basin off the Andhra Pradesh coast. 
This is a good time to fly in the 
journos and the company does so 
in its private plane—a 16-seater 
Bombardier Global Express in which 
we took off at 7.30 a.m. from 
Mumbai. The aircraft has the names 
of all the children of Mukesh and 
Anil Ambani inscribed on it. At 8.40 
a.m. we land at Rajahmundry, 
town 390 km east of Hyderabad on 
the banks of the Godavari in the east 
Godavari district of Andhra Pradesh. 
From there, we fly in helicopters to 


Gadimoga, about 35 km from the 


DP P TET 


Lor i iac: En E 


จ 
c rb ` “34 SIS 
w D i e.d ` 


FPSO Dhirubhai-1 


í 





district headquarters, Kakinada. The 
company has built an onshore ter- 
minal here. 
take off in choppers at around 11 
a.m., first to a floating production 


From this terminal we 


The FPSO is a ship that has been converted 
into a platform; this allows it to offload crude 
into oil tankers that can berth alongside it. 






storage and offloading platform or 
the FPSO, which handles the petro- 
leum crude. We take turns wearing 
the headset that allows one passenger 
to talk to the pilot. But it is useful 
when Reliance's Vice President for 
Field Operations Prem Verma wears 
the headset and, with a little help 
from the pilot, points out the 
rigs working in the area; 
some belong to the Gujarat 
State Petroleum Corporation 
and others to ONGC. 

The FPSO is a ship that 
has been converted into a 
platform; this allows it to of- 
fload crude into oil tankers 
that can berth alongside. The 
water is a kilometre deep 
here. Production had started 
six months ago—until, in 
December, a blast in one of 
the pipes stalled operations. 
RIL hopes to restart it in 
March. The Greek Captain 
of the ship, Nikolaos 
Messinis, welcomes us 
aboard and treats us with 
pakoras and something I, for 
one, looked forward to more 
eagerly—prawns! Messinis 
spends four weeks at sea and 
then goes home to Greece 
for four weeks. He is 
an employee of Aker 
Borgestad Operations, the 
Norwegian company that 
manages the ship, which is 
owned by another group 
company of Aker Kavaerner. 

An RIL employee on 
board, Dinesh Sharma, tells 
us how when the weather turns 
worse, a glass of water placed on a 
table moves around. Another hand 
on deck, Mukesh Kumar, recollects 
how the ship rolls sideways by five 
degrees on each side in bad weather; 
right now it’s rolling by a degree, 
and I am fine—just about. These 
men do 14-day shifts on the FPSO. 
They work for 14 days straight and 
then go home for another 14. 

At 11.45 a.m. we board the 


chopper from the FPSO to move to 
the control and riser platform, 
where gas is collected from different 
wells and sent to the landing at the 
onshore terminal. It is here that we 
encounter the sunbathers on the 
helipad of the ship Rem Forza, that 
is anchored alongside the platform. 





The water is only 98 metres deep 
here and the really deep waters start 
after this point. “In certain weather 
conditions, you can actually see a 
line separating the green waters of 
the shallow part of the sea and the 
blue of the deeper parts,” an RIL 
employee tells us. 

We learn a few terms pertaining 
to the exploration of oil and gas. 
Guess what is a Christmas tree in 
this context? It is a set of valves, 


spools and fittings connected to 
the top of a well to direct and con- 
trol the flow of oil or gas. Now, 
what is a Manifold? It is a pipe fit- 
ting with several lateral outlets that 
connect several oil wells together. 

The most important part of the 
day is, when at 2.45 p.m., the me- 
dia gets to meet P.M.S. 
Prasad, President & CEO 
(Petroleum), RIL. He ex- 
plains to us a plan where 
the company has decided 
to expand its production 
from 40 million cubic me- 
tres of gas a day in April 
2009 to 80 million cubic 
metres of gas a day by 
December 2009. That is a 
doubling of production that 
the company had earlier 
planned to do in 17 
months. Now that process 
will be hastened. The gov- 
ernment has already given 
the company a list of 13 
fertiliser companies that will 
be the first buyers of gas 
from the KG Basin D6 block. 
Next in line: 18 power 
companies. What Prasad 
doesn’t tell us is that this 
policy of the government 


The faster it can jack up its production, the faster 
will it be able to satisfy the mandatory buyers like 
fertiliser and power units and do something 
more creative with the gas. 


leaves almost no marketing lee- 
way in the hands of the company 
and the faster it can jack up its 
production, the faster will it be 
able to satisfy the mandatory buy- 
ers like fertiliser and power units 
and do something more creative 
with the gas. In fact, RIL itself will 
be a major customer of its own 
gas. But that’s only if it is allowed 
to—by kinder weather, by the gov- 


ernment and by the courts. Bi 
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In the boom times, 
promoters had to just 
say a price, merchant 
bankers nodded, and 
investors blindly 
lapped up those initial 
public offerings. Today, 
however, much of 
those thousands of 
crores is either still 
lying unused or being 
deployed in areas not 
indicated in the issue 
prospectus. 

ANAND ADHIKARI 


N END-DECEMBER 2007, M.R. 

Jaishankar was a man who 

could do no wrong. The pro- 

moter of Bangalore-based real 

estate firm Brigade Enterprises 
had just raised Rs 745 crore via an 
initial public offering (IPO) when 
the stock market indices were en- 
sconced in near-peak territory. A 
month or two later, and Jaishankar 
wouldn't have been so lucky, what 
with the markets entering a free 
fall after peaking in January. The 
mood on Dalal Street quickly turned 
sombre, but Jaishankar was still 
cock-a-hoop. At the company's an- 
nual general meeting at the Brigade 
Millennium Campus in J.P. Nagar 
last June, the 55-year-old Jaishankar 
regaled shareholders with stories 
about his brushes with analysts at 
the pre-iPO road-shows. The analyst 
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community wasn’t comfortable with 
Brigade Enterprises’ strategy of not 
possessing a large land bank; the 
company had just 400 acres, as 
against peers like DLF, Unitech and 
Sobha Developers, who had land 
banks that stretched over many 





thousands of acres. 

Jaishankar’s justification was 
that Brigade’s was a quality land 
bank, which would be enough to 
keep the company busy for the next 
5-7 years. The company’s IPO “ob- 
ject clause” was also a testimony 


to the promoter's vision—with a 
meagre Rs 47.96 crore of the funds 
to be raised earmarked for pur- 
chasing land. A staggering Rs 
512.03 crore was to be kept aside 
for construction & development. 
But even as Jaishankar mesmerised 
shareholders at the AGM, this sci- 
ence graduate also slipped in a pro- 
posal to “alter” the IPO' object 
clause. Little did they know that 
Jaishankar would embark on a land 
acquisition spree—exactly the op- 
posite of what he was preaching at 
the AGM! In the six months that 
followed, Jaishankar went on a buy- 
ing binge, signing up land deals 
worth Rs 254.57 crore—more than 
five times the amount specified in 
the offer document for buying land. 

For the record, Jaishankar's 
gambit went spectacularly wrong 
as land prices crashed immediately 
after the acquisition splurge. Small 
wonder that Brigade's stock price 
has slumped almost 90 per cent to a 
paltry Rs 30 from its offer price of 
Rs 390 per share. Brigade 
Enterprises, for its part, has its bases 
covered. A terse e-mail reply by 
Chief Financial Officer Anil Kumar 
goes thus: *The shareholders at the 
AGM have authorised the board to 
make such amendments as they 
deem fit in the use of IPO proceeds.” 

Brigade Enterprises can take 
refuge in the flimsy cloak of a 
changed clause at an AGM, but it is 
not an isolated case of promoters 
veering off the IPO s object clause 
and using public money for un- 
stated purposes within a year of 
raising it. In the past five years, 
some 300 companies have raised a 
whopping Rs 1,49,545 crore from 
the IPO market. At least 15-20 per 
cent of these firms would be guilty 
in some way or the other of chang- 
ing the end use of the iro funds 
garnered or parking the unused 
funds in mutual funds and banks. 
The Registrar of Companies (Roc) 
has begun probing fund utilisa- 
tion in IPOs to find out if there 


has been any diversion of funds. A 
study by Business Today reveals 
many cases of IPO funds being used 
by promoters for purposes other 
than what was specified in the 
offer document. 

Take for example the Chennai- 
headquartered BGR Energy Systems, 
which is yet to deploy the proceeds 
of its IPO 15 months after the 
issue. BGR's explanation? Blame the 
delay in expansion on—of course— 
the slowdown. *We have cancelled 
our proposed foray into the inter- 
national markets," says B.G. 
Raghupathi, Chairman & Managing 
Director, BGR Energy. ` 

One promoter who claims to 
have spotted the early signs of a 
slowdown, back in June 2007, is 
Sanjeev Bikhchandani, CEO and Co- 
founder of Internet portal company 
Info Edge (India). The company 
had iPOed in October 2006, and 
planned to use the money for ac- 





Bangalore-headquartered, in 
real estate, with a focus on south India 
IPO IN: December 2007 


FUNDS RAISED: Rs 745-crore offering to 
Sos vedi estate projects, 















was Rs 47 crore for buying land but actu- 
ally spent Rs 254 crore. Rs 85 crore re- 
mains unutilised, parked in MF schemes 


EXPLANATION FOR CHANGE IN FUND - 
UTILISATION: Says 











it has endeavoured to | UTI 


quisitions and development of por- 
tals. But the slowdown has, well, 
slowed down investments. On the 
acquisition front, for which Rs 30 
crore was earmarked, Info Edge 
took the call that it did not want to 
acquire companies at expensive val- 
uations in 2008 and figured out 
that it should wait for better valua- 
tions. “We are now assessing ac- 
quisition targets. We believe this is 
a more prudent way to deploy 
money that shareholders have en- 
trusted us with," says Bikhchandani. 
In addition, the company had allo- 
cated Rs 25 crore for development 
of 99acres.com and Jeevansathi.com 
in its offer document. But a large 
part of this money has gone to other 
new online ventures like allcheck- 
deals.com, Shiksha.com, 
Firstnaukri.com and Brijj.com. 
Bikhchandani reasons: *The profits 
from Naukri.com (the flagship re- 
cruitment portal) have been more 


to deploy almost 90 per cent ofthe IPO 
esit iare edd 
| Rs 336 crore 





ATIO LIIS 
: The company has post- 


make the best available use of funds by | paned ts anion de a dorm 
taking advantage of business opportunities - whales avy ก ร | the entire 


| proceeds in bank 
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HOUSE OF PEARL 
FASHIONS 





ufacturer; offers supply chain solutions for 
the fashion industry globally 


IPO IN: January 2007 


FUNDS RAISED: Rs 285 crore to part-finance back- 
ward and forward integration in India and abroad 


STATUS OF UTILISATION OF FUNDS: Directec 
IPO proceeds to a subsidiary, doling out Rs 20 
crore for repayment of its working capita! 
loans. Also extended working capital support of 
Rs 6.62 crore to a wholly-owned subsidiary as 
an interim use of funds. The remaining Rs 80 
crore has been invested in bank fixed deposits 
and debt mutual funds 


EXPLANATION FOR CHANGE IN FUND 
UTILISATION: The company has changed the 
IPO object clause through a postal ballot 











than we anticipated over the last 
two years, leading to a lower need 
to fund these businesses from IPO 
proceeds." 

Like Brigade Enterprises, an- 
other company that found an es- 
cape hatch at an AGM, where it duly 
changed the "utilisation of funds" 
objective through a postal ballot last 
June, is House of Pearl Fashions, 
which had tapped the primary mar- 
kets two years ago. A subsidiary 
company, Pearl Global, had raised 
money from the public in the ’90s. 
Now, it turns out that a part of the 
proceeds of the House of Pearl IPO 
have been used up by another sub- 
sidiary (name not disclosed) to help 
it repay working capital loans—the 
company is perfectly within its rights 
to do that, but the only problem is 
that it didn't mention this objective 
in its IPO prospectus. That's not all. 
The Rs 54.5 crore allocation for 
setting up a domestic branded ap- 
parel retail business has been re- 
duced to Rs 25.2 crore. The weaving 
facility that was scheduled to start 
commercial production in March 
2009 (as per prospectus) is now tar- 
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HISTORY: Gurgaon-based — 
-to-wear a man- ` 

on rà ` INDUS FILA LTD. 

| HISTORY: Bangalore-based apparel maker 


E IPO I IN: February 2007 





FUNDS RAISED: Rs 82.34 crore to increase 
set set up a centre of excellence 





. STATUS OF UTILISATION OF FUNDS: Deployed 
| a substantial sum in inter-corporate deposits, ' 
. a purpose not specified in the IPO document. | 
. Also, using Rs 39 crore as working capital 
"whereas the offer document provided only 


Rs 7.20 crore for this purpose 





EXPLANATION FOR CHANGE IN FUND 


UTILISATION: Not responded to BT queries 
despite repeated attempts 


geted to start by March 2010. 
Company officials were not available 
for comment. Over a third of the IPO 
proceeds are lying in bank fixed de- 
posits and debt mutual funds. 





BGR Energy’s B.G. Raghupathy 
says his company has not used 
the IPO proceeds 15 months 
after the issue because of the 
economic slowdown. 





INFO EDGE 
INFO EDGE (INDIA ) LTD. 
HISTORY: Websites in recruitment, matrimo- 


(INDIA) LTD 


nial & real estate classifieds. Popular sites are 


naukri.com, jeevansathi.com and 99acres.com 
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se | IPO IN: October 2006 


. capacities in weaving, yarn dyeing and to also | 


FUNDS RAISED: Rs 170 crore for acquisitions and 
strategic alliances 





|, STATUS OF UTILISATION OF FUNDS: Deployed 
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only 25 per cent so far, puting Rs 129 crore in 
bank fixed deposits and debt-based Mrs 
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EXPLANATION FOR CHANGE IN FUND 
phase them over a longer period due to the reces- 
sion. The company claims to have had a waming of 


| the impending recession as early as June 2007 


That perhaps is still safer than 
deploying IPO money in inter-cor- 
porate deposits, as Banaglore-based 
apparel maker Indus Fila has cho- 
sen to do. Needless to say, such an 
objective can’t be found in its IPO 
object clause. In addition, the com- 
pany is using a bulk of the IPO 
money for meeting its working 
capital requirements. Omnitech 
Solutions, an IT solutions com- 
pany, is yet another case of revi- 
sion of the IPO allocation without 
citing any reasons. The company 
has now set new timelines to 
achieve the same. 

IPO guidelines have enough 
loopholes that help promoters side- 
step full disclosure of end-use of 
IPO funds. For instance, many com- 
panies have deployed unutilised 
funds in mutual funds without dis- 
closing the details of the schemes 
and also the kind of returns they are 
earning. Who knows, there could 
even be cases of companies investing 
in mutual funds’ equity schemes, 
which could well result in their Ipo 
proceeds ending up in their very 
own shares! Over to the Roc. 





The IPO Lemons 


A clutch of promoters raised money at fanciful valuations during the bull run. 
Today those stocks have hit ridiculous lows. So much for price discovery. 


GOING AGAINST THE BOOK 





Issues that have bombed. 


ISSUER MERCHANT BANKERS 
Dhanus SREI Capital 
Technologies Markets 
IVR Prime Kotak Mahindra Capital 
Urban & Enam Financial 
Purvankara DSP Merrill Citigroup Global 
Projects & Kotak Capital 
Nelcast Karvy Investor Services 
& UTI Securities 
KPR Mills — Kotak Capital & 
ICICI Securities 


CMP is current market price as on March 9, 2009 


HINA I$ KNOWN FOR RESORT- 

ing to extreme action when it 

comes to cleaning up any 

wrongdoings in the main- 
land. In fact, not many Chinese 
investors seem to have been sur- 
prised when the China Securities 
Regulatory Commission (CSRC), the 
capital markets regulator, put a 
blanket ban on all new initial public 
offerings (IPOs) last September. The 
trigger for the suspension was the 
huge gap between the offer price 
and the debut price on the bourses. 
The Chinese regulator cited the 
example of PetroChina Company, 
which got listed towards the end 
of 2007, debuting on the Shanghai 
Stock Exchange at 48.6 yuan as 
against the offer price of 16.70 yuan 
discovered by institutional investors 
through a bidding process. Later, the 
PetroChina stock began to fall soon 
after listing due to global turmoil 
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and, consequently, many second- 
ary investors burnt their fingers. 
The stock currently is struggling 40 
per cent below the issue price, at 10 
yuan, losing over two thirds of its 
value in just six months. That's 
quite a comedown for a company 
that on its first day of listing be- 
came the world's first company to 
be valued at $1 trillion—larger than 
the combined value of Exxon Mobil 
Corp and General Electric! 

Even as the CSRC gets busy, 
finalising the new draft guidelines 
for reforming the IPO pricing 
process, the situation back home 
isn’t too different. Whilst BT isn’t 
advocating a Chinese-style clamp- 
down—such things can’t happen in 
a free market—the fact is that 
Dalal Street is littered with its own 
carcasses of hitherto highflying 
issues. A quick glance at some of 
the issues of 2007—a time when 





the stockmarkets were on a roll— 
reveals that there are at least half a 
dozen issues whose prices have 
eroded by as much as 90-95 per 
cent (see table). The broader mar- 
ket has lost close to 60 per cent 
over the same period. It’s not as if 
all the IPOs of 2007 are struggling; 
a few like those of Religare 
Enterprises, PowerGrid Corp., 
ICRA, Power Finance Corp and 
Akruti Nirman are trading higher 
than their issue prices. 

What explains this divergence 
in performance? Business models, 
nature of industry and pedigree of 
management—all make a differ- 
ence for sure. But as Privthvi 
Haldea, Head, Prime Data Base, 
which tracks IPOs, reasons, price is 
purely a function of the market. 
Haldea, though, is quick to add 
that the price discovery process gen- 
erally gets distorted by inadequate 
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disclosures, a grey market or if there 
are manipulative institutional bids. 
"We need to look for these anom- 
alies before we can get closer to 
true or correct pricing in an IPO," 
observes Haldea. 

There is a class of investors that 
goes purely by the grey market price 
before applying for an issue. In the 
case of the famous IPO of Reliance 
Power, investors lapped up the issue 
because the grey market price was 
quoting at Rs 900 as against the 
offer price of Rs 450 per share. 

If you're in the mood to blame 
malleable merchant bankers for be- 
ing hand-in-glove with greedy pro- 
moters, the former for their part 
blame the investors for their own 
self-indulgence. After all, as one 
merchant banker points out, in- 
vestors had plenty of occasions to 
exit during the boom times, but 
they didn't because they wanted 
more. Second, it's the investor— 
although not the retail Joe—who 
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"The price discovery process generally gets distorted by 
inadequate disclosures, grey market or if there are 
manipulative institutional bids. We actually need to look 
for these anomalies before we can get closer to true or 


correct pricing in an IPO" 


Privthvi Haldea, Head, Prime Data Base 


fixes the price under the book-build- 
ing process. So, why blame the 
intermediaries or the promoters, 
asks a merchant banker. 


THE PROBLEMS WITH 


. BOOK-BUILDING. .. 


VINHVHS HSALIY 


€ Retail doesn't contribute to price 
discovery as promoters and invest- 
ment bankers fix the price during 
pre-IPO road shows 


€ Institutional investors make lever- 


aged bids as they need to pay only 10 
per cent of the bid amount 


€ Pre-IPO placement to private equity 
players or Flls just a year before the 
issue influences the price-discovery 








€ Grey market premium works as a 
benchmark for many investors to 
apply for an issue 


€ A price band of 20 per cent doesn't 
offer any scope for true price discovery 


...AND THE SOLUTIONS 


€ Institutional investors should pay in 
full while bidding for an issue rather 
than just 10 per cent 


€ Dutch auction type bidding should 
be allowed, where there are no price 
bands and shares are allotted at a 
price where maximum demand is 
received 





€ Disclosure norms should be 
tightened and SEBI should clamp down 
on grey market operations 


€ Fixed pricing for smaller issues 
(less than Rs 500 crore) 


The argument that investors 
decide the price doesn't hold good 
as the issuer and the merchant 
bankers indicate a price band of 20 
per cent, which is decided during 
the pre-IPO roadshows with insti- 
tutional investors. *Retail investors 
actually have limited options as they 
have to bid at the cut-off (on the 
higher side) to better their chances 
of an allotment," says a market ob- 
server. Further, institutional 
investors, who pay only 10 per cent 
to bid, leverage their money to get 
the maximum allotment, which in a 
way creates an euphoria as issues get 
oversubscribed many times over 
because of institutional investors. 

Some merchant bankers suggest 
that a Dutch auction is a more 
reformed price-discovery mecha- 
nism as there is no pre-decided 
price band. "Investors can bid any 
price they think as the fair valuation 
of a company and the final price is 
decided based on the price point 
where the company receives 
maximum demand," says a 
merchant banker. 

A pre-IPO placement by pro- 
moters to private equity players 
or foreign institutional investors 
(Fils) also influences the price-dis- 
covery process. "No private eq- 
uity or FII should be allowed to 
invest a year before the IPO,” says a 
merchant banker. 

The promoters and the invest- 
ment bankers should also take the 
responsibility of reasonably pric- 
ing their issue to keep investors' 
faith in the book-building pricing. 
Or else a Chinese-style crackdown 
may be the only way to reform the 
primary market. 8i 


ADVERTISEMENT 


Can you resolve 9896 of customer 
queries on the first level? 


Can you increase productivity and serve over one million customers even 
with 20% less staff? 

Can you reduce field maintenance visits by 15% or more? 

. How did they do it? 


Elisa Finland achieved this and more 





9 Key driver factors for better customer lifetime val 


(Source: Nokia Siemens Networks) 


Like many communications service pro- 
viders (CSPs) worldwide, Elisa Finland 
was faced with the pressure to reduce 
CAPEX and OPEX to cope with spiral- 
ing costs. Customers have come to 


associate the brand with quality service, 


and Elisa cannot afford to disappoint 
them. 


But as the competition intensifies, 

Elisa needed to deliver affordable yet 
sustainable services. One solution is to 
reduce the number of calls made to its 
call center, and to resolve the queries 
quickly and efficiently. 


Nokia Siemens Networks delivers 
results for Elisa 


Nokia Siemens Networks' Customer 
Care solution was customized to fit 
Elisa's requirements. By leveraging the 
real-time traffic monitoring and analyzer 
solution, Elisa is able to resolve 98% 

of customer calls on the first level and 
serve the same number of customers 
with 20% less staff. Field maintenance 
visits have also decreased by 15%. 


.. m 


In addition to increased OPEX efficien- 
Cy, turnaround time for problem resolu- 
tion is also shortened. Staff are able to 
pre-empt problems even before they 
arise. This not only reinforced Elisa's 
service leadership, it also enhanced its 
customer lifetime value. Call center em- 
ployees' morale and productivity were 
also greatly improved. 


Enrich customer experience, en- 
hance brand value 


Elisa is one example of how a lead- 

ing operator harnessed innovative 
solutions to enrich their customer 
experience so as to enhance its brand 
value. Like Elisa, you can prevent 
revenue drain from churn by focusing 
on customer care as a way of enriching 
customers' experience. 


How Nokia Siemens Networks 
can help 


As the world's leading enabler of com- 
munications services, Nokia Siemens 
Networks is in the business of helping 
CSPs enrich their customers’ experi- 
ence. Beyond delivering network sys- 


vww.unite.nokiasiemensnetworks com/userexperience 
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tems, Nokia Siemens Networks' team 
of experienced Solutioneers offer real 
business solutions that are tailored to 
enhance customer lifetime value. 


CSPs around the world are already le- 
veraging solutions from Nokia Siemens 
Networks to enhance their competitive 
edge and penetrate new markets. To 
find out more about how Nokia Sie- 
mens Networks can help you enrich 
your customer experience, and enrich 
your business. Please visit our website 
at: www.unite.nokiasiemensnetworks. 
com/userexperience or speak to your 
account manager today. 
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ROMISED DELIVERY IN 
September 2007, Pavan 
Nagaraj saw his dream 
home turning into a pipe 
dream. The 30-year-old 
Bengaluru-based professional had 
paid Rs 29 lakh for an apartment 
in Ittina Abha, developed by 
Ittina Properties near the IT corri- 
dor. When his queries about the 
status of the apartment went unan- 
swered, Nagaraj petitioned the 
Consumer Disputes Redressal 
Commission, which, on February 
20, 2009, ordered the developer 
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to hand over the flat in three 
months along with interest on 
the money paid and costs of liti- 
gation. Till date, there are no vis- 
ible signs of any activity at the 
project site. When contacted, 
Mahabaleshwarappa, Chairman, 
Ittina Properties, refused to answer 
BT's queries. 

This is not an isolated case, 
but one that is symptomatic of 
the troubles encircling the real est- 
ate sector across India as dev- 
elopers get hot under their col- 
lars in the ongoing meltdown. 


A Vipul World Commercial: Launched in 2006, the proposed office 
comolex is, as yet, just another pit on the Gurgaon-Sohna Road 


SATISH KAUSHIK 
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4 DB Tower: DB Realty's hotel-cum-residential project was launched 
in 2008, but only excavation work has been done so far 


Up north, as one drives down 
the Gurgaon-Sohna Road in 
NCR, the irony of the times is 
unmistakable. It's a neighbour- 
hood littered with under- 
construction projects. À year ago, 
they were abuzz with activity. 
Today, most of them are aban- 
doned sites. Says Rajeev Talwar, 
Executive Director, DLF Group: 
*Projects which are on the drawing 
board will be reassessed—if 
there is demand, we will certainly 
go ahead.” 

DLF, in fact, is also doing soul- 


Hit by the slowdown and a credit crunch 


, once high-flying 


real estate projects across the country have come to an 
abrupt halt. BT brings a report from the Ground Zero. 


TEJEESH N.S. BEHL AND ANUSHA SUBRAMANIAN 


» DLF Garden City: Officially launched by DLF Southern Homes 
in 2008, the entire residential project is delayed 


Chennai 


V Unitech Grande: Looks like the company’s flagship residential 
project, launched in 2007, has made little progress 


it 


T 
ms 
= 
— 





SATISH KAUSHIK 


searching on its retail projects. 
Talwar says DLF`s grandiose Mall 
of India in Gurgaon is having its 
design reworked to possibly inc- 
lude an office complex. 

Unitech, the other major Delhi- 
based developer, is faring no bet- 
ter. It has officially forbidden its 
employees to speak with the 
media. The firm's Karma 
Lakelands Project, spread over 
272 acres on NH 8 and offering 
independent villas at a starting 
price of Rs 6.6 crore, is currently 
an amalgam of unfinished houses 


and foundations, and the labour 
force is down to less than a 
third of the original. This is a far 
cry from the smug attitude many 
realtors flaunted not too long 
ago when the real estate market 
was booming. 

As the virus spreads, realty 
markets across Mumbai, Chennai 
and Hyderabad, too, are check- 
ing into the sick bay with several 
stalled or go-slow projects. Points 
out Sanjay Dutt, CEO, Jones 
Lang LaSalle Meghraj: “There is at 
least 15 million square feet of 





A Karma Lakelands Project: The 272-acre project offering 
independent villas seems likely to miss its mid-2009 deadline 


H.K. RAITASHERAR 
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commercial real estate blocked 
across Mumbai and Thane. In 
the retail space, we estimated that 
work on around 2-3 million square 
feet of space has been stalled while 
residential projects are in go- 
slow mode." 

50, will these houses ever 
become homes—and will these pits 
see their projects to fruition? It’s a 
multi-crore question that real estate 
developers cannot answer right 
now. If the slowdown gets worse, 
real estate could be in the pits tor 
some time to come. 
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Mall of India P 


Type of project: Retail 

Developer: DLF 
Launched in: 2005 

Original completion date: 2009-10 
New completion date: 2011-12 
Reason for delay: Finalisation of design, according to the company 


Anybody travelling from Delhi to Gurgaon on NH 8 will find it 
impossible to miss this gigantic crater located just past the first toll 
booth on the Expressway. 

Hyped as the largest mall in India, this 4 million square feet 
space is being developed by DLF at an estimated cost of Rs 1,500 
crore. But over three years after it was kicked off, Mall of India is 
nowhere near completion. While the Br team found no signs of 
any construction activity when it visited the site recently, the com- 
pany claimed that construction was very much on. In truth, the lot 
has remained like this for the past year-and-a-half. 

There is currently a rethink within the company on the com- 
position of the project. That is, of course, whenever it takes off. 


Parsvnath Palacia 

Type of project: Residential 

Developer: Parsvnath 

Launched in: April 2007 

Original completion date: 2010 

New completion date: N.A. 

Reason for delay: Shortage of funds; company claims it's on schedule 


From the looks of it, this seems to be a project that was aban- 
doned before it got off the ground. Located at Plot no: 5 in Sector 
Pi-1 and 2 in Greater Noida, this 9.5-acre area is being developed 
by Parsvnath at a cost of Rs 200 crore. 

Staff at the site claimed that construction for the residential pro- 
ject, which will house 382 units of two and three bedrooms, had 
been stalled, but only for two months. 

However, a visit to the site by BT in November 2008 found 
construction had already ceased. The company claimed work 
would restart in March. However, this still hasn't happened. Lack 
of funds is what officials on the site attributed the delay to. 
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Unitech Grande 2. 

Type of project: Residential 
Developer: Unitech 

Launched in: July 2007 

Original completion date: 2010 
(first phase of 422 apartments) 
New completion date: 2012 
Reason for delay: Financial crisis 


Unitech's brochure quotes 
Jonathan Swift, who once said: 
"Vision is the art of seeing things 
invisible"—a rather prescient 
quote, considering their current 
flagship project has made no 
headway. According to the com- 
pany's site office, digging work 
for seven towers out of a possible 
45 is complete, though the BT 
team could find no evidence to 
support this claim. 

The site office maintains that 
the project is only slightly del- 
ayed—with the completion of the 
first phase now scheduled for 
early 2012. 

The company's external com- 
munications agency pleaded a 
media gag due to a *bit of a crisis". 


NISHIKANT GAMRE 





ww DLF Towers A, B and C 
Type of project: Retail-cum-IT park 
Developer: DLF 

Launched in: 2005 

Original completion date: 2011 
New completion date: Uncertain 
Reason for delay: Change in the 
original plan 


In 2005, realty major DLF acquired 
Mumbai Textile, a defunct National 
Textile Corporation (NTC) mill, for 
an astounding Rs 702 crore. Now, 
three years on, there is no work 
happening on this massive 17.5 acre 
area in Lower Parel. Rajeev Talwar, 
Executive Director, DLF says: *We 
are going to develop this property as 
a high-end commercial and retail 
project and if we give any timeline, 
it would be very speculative. The 
plans have changed to include retail 
with commercial office space." 





DB Tower 

Type of project: Hotel-cum- 
residential 

Developer: DB Realty 
Launched in: 2008 

Original completion date: 2011 

New completion date: N.A. 

Reason for delay: Company officials 
claim no delay (work is ongoing) 


With a built-up space of 9 lakh 
square feet, and a panoramic 
view of the Arabian Sea, 
Neelkamal Realtors (a part of DB Realty Group) is coming up with a 
75-storey hotel-cum-residential tower in Charni Road. 

The building, scheduled to be completed in 2011, is expected to 
cost Rs 1,100 crore, and will be managed by Park Hyatt. According to 
a company spokeswoman: “The site work is going on." However, a 
visit to the site shows that the ground has only been excavated and 
there is no construction activity yet. 

The group is also coming up with a second project—Orchid Ozone 
Mall in Dahisar and this, too, is delayed. The mall, being built on 
2.5 million square feet of land at a cost of Rs 700 crore is far from 
being complete. The reason? “The project is being re-planned with resi- 
dential development being introduced," says a company spokesperson. 
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Ittina Abha a 

Type of project: Residential 
Developer: Ittina Properties 
Launched in: 2006 

Original completion date: 
September 2007 

New completion date: N.A. 
Reason for delay: Funds shortage 


The project promised delivery 
to most flat owners by 
September 2007. But many, 
like Pavan Nagaraj who had 
paid Rs 29 lakh for a flat in 
Ittina Abha, were left empty- 
handed as construction was 
delayed. The group is develop- 
ing this project at Marathahalli 
in Bangalore on 2 acres of land. 
When BT visited the project site 
in February, there were still 

no signs of construction 
activity. Ittina Chairman 
Mahabaleshwarappa was not 
reachable for his comments. 


The Nectar 

Type of project: Residential 
Developer: Astha Infrastructure 
Launched in: 2006 

Original completion date: 2007 
New completion date: June 2009 
Reason for delay: Funds shortage 


The Consumer Commission 
had to step in to help a buyer 
get his money back after this 
project was stalled for over a 
year. Astha’s Director Rajesh 
Keerthi says that the project 
suffered on account of funding 
issues but would now be com- 
plete in four months.*We will 
give flats to people who wait 
and give refunds to those who 
opt out," he said. 
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DLF Garden City 

Type of project: Residential 
Developer: DLF Southern Homes 
Launched in: April 2008 

Original completion date: 2012 
New completion date: Likelihood of 
a delay 

Reason for delay: Approvals not 
obtained 


The entire project encompassing 
32. multi-storey buildings with 
19 floors and other amenities 
such as a school, mini-hospital, 
mini-mall and a clubhouse is 
delayed. The project, located 

on Semmanchery in Old 
Mahabalipuram Road is being 
built on 53.5 acres of land. 

DLF points to hold-ups in get- 
ting approval from local author- 
ities for the delay. However, the 
company has not yet completed 
a buyer's agreement with future 
occupants—though they gave the 
company advances worth Rs 100 
crore a year ago. There have been 
a number of cancellations from 
irate buyers. 





Riverside Mall 

Type of project: Retail 
Developer: Marg Constructions 
Launched in: October 2007 
Original completion date: 2008 
New completion date: 2010 
Reason for delay: Awaiting 
Chennai's second master plan 


The company says that the proj- 
ect is on and retailers would 
come in once the anchor store— 
a hypermarket—is brought in. 
Whether the delay is purely bec- 
ause plans were not being app- 
roved, or whether it was because 
the retail market has been faring 
badly is difficult to say. 

Marg is not revealing names 
of clients who have supposedly 
evinced interest in the space, but 
says that the mall will *have a 
pragmatic appeal to buyers 
wanting value, as in the case of 
affordable housing buyers." The 
project promises a mall covering 
6 lakh square feet with space to 
park 2,000 cars. The estimated 
cost is around Rs 361 crore. 


ADDITIONAL REPORTING BY K.R. BALASUBRAMANYAM, 
NITYA VARADARAJAN AND E. KUMAR SHARMA 
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Lanco Hills Phase Il ^ 
Type of project: Mostly offices 


and a few residential towers 


loper: Lanco Group's - 
real estate arm 
Launched in: Phase I! was to 








Coming up at Manikonda, this 
Rs 3,500 crore project is one of 
Hyderabad's biggest in recent 
years. However, the downturn 
has affected its fortunes. 

Even though the first phase 
EE here © on RE 
work for Phase II has slowed 
down. The total project 
involves around 28 million 
square feet of built-up space. 
Of this, Phase I (around 
8 million square feet) is on 
schedule. For this, 13 towers 
are being built (12 residential 
and one for offices). 


the commencement of con- 

struction here is now linked to 
ondition, which, at the 

moment, is uncertain. ™ 
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CITIZEN ECO-DRIVE. 


THE WORLD'S 1ST LIGHT POWERED WATCH. 
POWERED BY ANY LIGHT. DRIVEN BY YOU. 
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G CITIZEN (CITIZEN'S EXCLUSIVE STORE) - Delhi: 1. Greater Kailash-I Market - 41631241 


1.3. FF - 116, Shop - N - Park. Shalimar Bagh - 47555614. Mumbai 
à Fountain (Opp. Thomas Cook) - 66331494. 2. Borivali (W) - 28333077. 3. Santa Cruz (W) - 32648008. Chennai: Spencer Plaza - 28492760. Kolkata: 1 City Center - 23584305. 2. Park Mansior Park 
- 40017534. Bangalore: 1. Safina Plaza - 25325757. 2. Sri Raghavendra Complex, Jayanagar - 41211511 Agra: TDI Mall, Fathehbad Road - 4014620. Baroda: Alkapuri Arcade, - 3052165 Calicut 
Mall - 3017700 Coimbatore: Thiruvenkataswamy Road (West) - 2551349. Ghaziabad: Shipra Mall - 2689614. Goa: Communidade Building, Panjim - 2238882 Guntur: Arundalpet Main Road - 2262966 
on: Gold Souk - 6522556. Hyderabad: Methodis! Complex - 23324686. Indore: UG-2 Shree Vardhan Complex, 4 RNT Marg - 4070581. Jaipur: 1. Shop No. 345, Jain Dharamshalla Building. Near M B 
M.I. Road - 4001510. 2. GF - 8, MGF Mall -5118844. Kochi: 1. M. G Road - 2383525. 2. Shop No G-5, Alliance Mall - 4025351. Lucknow: 1 Fun Republic Mall - 3915984 2. Rani Sultanat Plaza, Hazrat Ga 
861. Ludhiana: Westend Mall - 4656055 Mangalore: Bharath Mall - 4253253 Mysore: D. Devaraj Urs Road - 4246370 Patna: Bibha Complex - 2238808. Pune: Sahajanand Complex - 26348165 
derabad: Hardy Complex - 66339331 Varanasi: Indraprasth Multiplex - 3294397. Eco-Drive Boutique - Delhi: Johnson Eco-Drive Corner 
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2. M-54, Connaught Circus - 4151777 
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Last year, the hype about the burgeoning เว luxury industry 





in India was hysterical. Since the slowdown and 26/ 11, things have 
calmed down somewhat. But, as a key luxury conference takes place 
in Delhi this month, we ask: /s /uxury actually better off than it was 


last year? SANJIV BHATTACHARYA 


OR THE LUXURY INDUSTRY IN 

India, 2008 began on a crest of 

optimism, like the head of a 

flute of Krug—luxury brands 

were charging in, a vast new 

luxe mall was set to open and 
there was reportedly no more marina 
room in Mumbai for all the new yachts. 
India truly looked like it was following 
in China's footsteps. 

But then came the global financial col- 
lapse, followed by the terror attacks in Mumbai. The 
champagne bubbles went flat. And 2009 began with a 
hangover, the luxury industry reaching for the aspirin 
and wondering: What went wrong? And, in the midst 
of this slowdown, what now? 

Certainly, when the terrorists struck, India's nascent 
luxe industry was probably the least mourned of their 
victims. And yet it was wounded in several ways. 
Luxury hotels were attacked, stores were shot at and 
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customers were terrorised. In terms of pos- 
itioning, terror and luxury were suddenly ins- 
eparable—the world watched shaken guests 
being lowered outside the Louis Vuitton 
storefront, it noted the cruel irony of Ajmal 
Amir Kasab's fake Versace top. And all 
this was happening in a slowing economy. 
There seemed little cause for optimism in 
the luxury industry. And yet, despite every- 
thing, it appears to be bouncing back. 

For instance—part of the fallout of 
26/ 11 was the cancellation of the International Herald 
Tribune Luxury Conference, scheduled for a week 
later. Several giants of global luxury were due to att- 
end—among them Christian Blanckaert, vp, Hermes, 
and Francois Pinault, boss of PPR (luxury behemoth 
which owns Gucci). Well they're still coming—the con- 
ference takes place on March 26 in Delhi, four months 
since the attacks. Luxury one, terrorists nil. 

There are similar green shoots of recovery poking 


" 
- ø 


OPPORTUNITY 
FOR LUXURY RETAIL 
CONSUMPTION 


through the gloom of the morn- 
Ing newspapers, which increasingly 
reflect a kind of economic bipolarity. Alongside 
headlines like “Sensex Hits All-time Low” is 
news about the launch of a new Rs 4 crore 
Rolls Royce. Could it be that luxury in India is 
actually in good health, despite everything? 
"Our base is so small that we've hardly 
been affected,” says Sanjay Kapoor, CEO, Genesis 
Luxury, which has brought Aigner, Kenzo and 
Paul Smith, among others, into India. “You 
have to remember, the luxury market has been 
estimated as low as Rs 500 crore. So, we're, 
maybe, 10 per cent down on our targets." 
Another positive sign is that the Sensex is 
not a foolproof barometer of luxe spending in 
India. “The heavens are not falling," says Arvind 
Singhal, Chairman, Technopak, a retail consultancy. 
"Tier I towns are more affected by the Sensex, but the 
top eight metros account for less than 8 per cent of 








RITESH SHARMA 


retail spending. Tier II towns like Chandigarh, 
Surat and Ludhiana haven't been as badly hit and 
these people also visit the stores in Delhi, Mumbai 
and Bangalore. They make up the difference." 

Furthermore, the numbers look promising. 
"Power brands like Louis Vuitton and Dior 
are still performing, even though lesser-known 
brands like Canali or Dunhill are finding it 
tougher," says Singhal. And the opportunity 
remains as strong as ever. He estimates that 
there are roughly 2.1 million households spend- 
ing Rs 4 lakh annually on luxury/ premium 
goods and services—that's a market potential of 
Rs 84,000 crore. They don't necessarily want 
Cartier watches—"they have other priorities like 
housing, travel, high-end cars and home ent- 

ertainment systems," he says. But priorities will 
change as prosperity deepens. *The affluent base is 
expected to increase 14 per cent annually for the 
next five years." 
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[t sounds highly contrarian—that the luxury mar- 
ket should be solid in a slowdown. Surely, luxury is the 
first to feel the pinch? It feels wrong to splash out 
Rs 3 lakh on a suit when the future is uncertain and 
jobs are being lost. It's not the cost, but the timing. 
Anand Mahindra, Vice Chairman, Mahindra & 
Mahindra (M&M) has mentioned anecdotally that he 
balked at buying a suit for this very reason. 

But this will pass, says Singhal. The fundamentals 
remain strong. And for a luxury retailer, 2009 is, in 
fact, a much better time to enter the market. In 2008, 


"Power brands like Louis Vuitton and 
Dior are still performing, even though 
lesser-known brands like Canali or 
Dunhill are finding it tougher," says 
Arvind Singhal, Chairman, Technopak. 


the market was overheated—whipped up by media 
hype and wild projections about an imminent explo- 
sion. So everyone charged in, and prices skyrock- 
eted. Especially real estate. 

"There were so few suitable locations and an over- 
supply of bidders,” says Darshan Mehta, CEO, Reliance 
Brands. “DLF Emporio in Delhi was charging a monthly 
lease of Rs 1,000/ sq. ft, which translated to about $280 
per year. So, you'd need to sell $1,200/ sq. ft to break 
even. And just for comparison, that's the same as Fifth 
Avenue in New York or New Bond Street, London. It 
didn't make sense. You'd be praying for tailwind." 

Staff costs were similarly bloated—luxury being a 
fledgling industry, the same handful of staff were 
being hotly pursued, so salary demands grew. 
Furthermore, customs duties rem- 
ained high. And the hype remained 
relentless. So, poor choices fol- 
lowed. In the urge to be first, com- 
panies struck franchise deals with 
global brands in which they bore all 
the start-up investment. They sub- 
mitted to landlords who demanded 
expensive lock-in periods at inflated 
rents. Interests were not aligned, 
neither between the franchisee and 
the mall owner, nor between the 
franchisee and the brand. 

One of the groups to suffer these 
consequences was the Murjani 
Group, franchisee for Gucci 
throughout India. Anticipating a 
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Mohan Murjani: The Murjani Group 
is now attempting to restructure its 
deal with Gucci 


boom, Mohan Murjani actually turned down a 
JV option with Gucci. “We expected to make at least 
half of what Gucci stores were making in Dubai and 
Singapore," he says. It didn't happen. “You get caught 
in this terrible situation. Your sales are low but your 
rents are high, and because everything is imported, you 
have to purchase merchandise at least six months in 
advance. So, you're committed not only to the current 
season but also for following seasons. And unlike 
other markets, there are no outlets in India for end-of- 
season stock. So, you can imagine—the inventory 
just keeps piling up." 

Now, Murjani is attempt- 
ing to restructure his Gucci 
deal. But today, the situation 
is much improved. The slow- 
down may have muted the me- 
dia hype, but conditions have 
improved in real terms. 

Mehta is bullish. *Customs 
duties are down by 25 per cent 
on leather goods,” he says. “Staff 
salaries are manageable—these days, people are happy 
just to hold onto their jobs. And there has been a ma- 
jor correction in real estate—it's down 50 per cent from 
January 2008. So now, malls don't simply lease to the 
highest bidder, they're open to revenue-sharing models. 
It’s a great time to get into luxury retail." Select Citywalk 
in Saket, for instance, is a predominantly revenue- 
sharing model. Emporio, on the other hand, remains 
a straight lease enterprise, says a DLF spokesperson. 

So, it appears that luxury industry is driving with 
the brakes on—even as the customer grows thrifty, ret- 
ailers are bullish, launching new products and opening 
new stores. “The downturn will pass and the cus- 
tomer will return within a year or two," says Mehta. 
*But the real estate advantages will last longer. It's a 
great time to get into luxury retail." 

But, who is the luxury customer 
in India? Actual data is scarce. 
Anecdotal estimates abound about 
the new rich, the uneducated ent- 
repreneurs and the foreign edu- 
cated professionals in top compa- 
nies. But a broad picture emerges, 
one with as many similarities with 
China as differences. And China 
remains the dream for luxury in 
India—since announcing its Open 
Policy in 1978, 13 years before the 
opening of the Indian markets, it 
now stands to be the biggest luxury 
market in the world by 2015. 

According to Radha Chadha, 


author of The Cult of the Luxury 
Brand: Inside Asia's Love Affair witb 
Luxury, luxury in Asia has typically 
followed a five-stage arc. 

“The first step is ‘subjugation’ 
where the country is under colo- 
nial or authoritarian rule. This cre- 
ates a hunger for luxury," she says. 
"Stage II is the ‘the start of money’ 
when the economy starts racing 
and a segment of society starts buy- 
ing cell phones and washing mac- 
hines. Then you enter a stage of 
‘showing off when luxury starts to 
take off— that’s where China is at. 
India’s just barely entering this phase 
now. And the next stage is ‘fitting in’ 
where the brands are so widespread 
that it’s about keeping up with the 
Joneses, Say, Singapore.” The final 
stage, which she terms “Way of 
Life”, is epitomised by Japan, in 
which a generation has grown up 
with luxe brands so they have bec- 
ome mainstream. 

The similiarities between India 
and China, luxury-wise, are many. Both have small 
pockets of immense wealth, cultures that emphasise 
social status, and a latent climate of corruption. 
(“Luxury goods make great presents,” says Chadha). 
And both markets are fuelled by new money, which 
typically serves to display wealth rather than taste. 
Conspicuous consumption is the goal. “Europeans 
call it crass,” says Chadha, “but in China, if you’ve got 
it, flaunt it.” Hence the trend of Chinese customers 
leaving the price tag on their clothes. 

That ostentation is also a primary motivation in 
India is illustrated by the luxury car market. “In a mat- 
uring market, it’s easier to persuade people to spend on 
hard goods than soft goods,” says Ashish Chordia, one 
of the early luxury pioneers in India. Now selling 
Porsche, Audi and Ducatti, Chordia also established 
‘Thanks’ in Mumbai in 2004, the first multi-brand lux- 
ury store in India. *Only 20 per cent of Porsche cus- 
tomers are Dolce & Gabbana customers. Why? 
Because shirts don't have show value—only you know 
if it’s worth it. But drive a Porsche into a 
lobby and you get noticed." | 

As a result, luxury cars have 
been performing surpris- 
ingly well. Porsche sold 
160 cars last year and 
Chordia projects sales 
of 200 in 2009. Sim- 





Genesis Luxury's Sanjay Kapoor: The 
luxury market has been estimated 
as low as Rs 500 crore 








ilarly, Peter Kronschnabel, cEo, 
BMW India, expects growth in 
2009. *In 2008, the luxury car 
market was 7,500 cars," he says. 
"And in 2009, I expect 9,500. 
Already, our numbers for January 
and February are up on last year. 
The luxury segment in India is art- 
ificially low because the brands are 
not available. But the pull is coming 
from the market. China does 
200,000 luxury cars per year. BMW 
sold over 60,000 in China alone 
last year!" 

That said, India is no facsimile 
of China. Our market is unique in 
many ways—much more colourful, 
less beholden to the four season 
fashion calendar, and also famously 
proud of home-grown fashions, 
particularly when it comes to 
women's wear. While elsewhere 
in Asia—Thailand or Hong Kong, 
for example—the customer 
switched wholesale to western fash- 
ions, in India, the luxury spend is 
focussed around wedding season where Indian des- 
igners reign. Don't be surprised if Armani starts 
making sherwanis. 

The Emporio Mall in Vasant Kunj, Delhi, is as 
good a metaphor as can be found for luxury in 
India. With 111 Indian designers and 74 international 
brands, it has all the grandeur and swoop of a land- 
mark hotel. But its opening in August was fraught 
with problems and delays and it still looks acutely out 
of place—a grandiose, twinkling structure, set in a rel- 
ative wasteland on the way to Delhi airport, as 
though a mothership from Planet Luxury got lost and 
landed in India by accident. And it's not exactly 
heaving with customers. There are days at Emporio, 
when all you can hear are your own footsteps echo- 
ing clip-clop on the polished marble—that and 
muzak. It's a bleak duet. 

But if Emporio is seen a symbol of ambition rather 
than achievement, then bear in mind that these are 

early days yet. The inflated prices and hyperbolic 
projections of 2008 have given way to a 
more prudent outlook. And despite 
this slowdown luxury contin- 
| ues to expand its reach. 
So even if luxury is driv- 
ing with the brakes on, 
in 2009, it may have just 
switched up a gear. ü 
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Runs Opens Fraud.exe 


The Satyam fraud may seem just an isolated case—but thanks to the 
IT and ITES sector's unique characteristics, there is enough to suggest room 
for more frauds. Here is a quick checklist. £. KUMAR SHARMA 


ECESSION. SLOWDOWN. 

Companies across sec- 

tors praving for cus- 

tomers. Contrast that 

with information tech- 

nology and business process out- 
sourcing firms, where customer 
count was always a recurrent boast. 
Before Satyam, that is: investiga- 
tors into the Satyam scam are now 
trying to find out, among other 
things, if the rr major at all had the 
large customer base it used to claim 
before promoter B. Ramalinga Raju 
was caught with his hand in the till. 
Among the other things Satyam 
inflated or is suspected to have 
inflated: earnings and employee 
headcount. For the authorities, 
regulators, investors and industry 
brethren, the Satyam case has raised 
a red flag over the entre rr industry 
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IT/ITES firms have many advantages 
denied to others, which also create 
scope for fraud. 


Enjoy tax holidays, concessions and 
privileges on property allotment 


No fool-proof way to check/audit 
customer numbers/data 


People are assets, headcount is 
the plant capacity 


Has the concept of bench appointment 
hire more than required 


Self-reported metrics like billing rates, 
not audited by third parties 


Exports difficult to value, since 
they are intangibles 


Propensity to over-invoice/ under-invoice 
exports may be higher 





and its numbers. The nature of their 


products make physical verification 
almost impossible. Conventional 
methods are more geared to check- 
ing how many tables, chairs and 
equipment exist and not for an 
equivalent audit of, say, how many 
customers it has, who they are and 
what their order size is. 

Observers feel that rT companies 
and their auditors need to devise 
foolproof ways to measure 
customers, employee numbers and 
orders/ sales, even though industry 
insiders say this is a time-consuming 
job in a sector traditionally in a hurry 
to declare quarterly results. The 
trade-off is between doing things 
thoroughly and doing things quickly. 

Apart from land in the Indian 
context, people form the asset base 
of an IT company. The focus has 


been to attract and retain people 
by “paying more" and offering a 
campus life that is the envy of other 
sectors. In iT, the ability to earn 
revenues is entirely dependent on the 
headcount, which is akin to plant ca- 
pacity in manufacturing. One of the 
first questions emerging from the 
Satyam scam—till the time the new 
board members clarified—related 
to headcount. Did the company ac- 
tually have as many as it claimed, or 
was money being siphoned out in 
the name of fake employees? 


The Metric System 


Then, the metrics, or numbers re- 
lating to billing rates, utilisation, 
dollar size of clients and man-months 
billed. rr is the most metrics-driven 
sector across industries—and there 
lies another danger. Consider what 
analysts at Edelweiss Securities point 
out: “Back in 2000-01, when Infosys 
was the first in the IT sector to make 
public operating metrics such as 
billing rates, utilisation, client metrics 
and man-months billed, little did 
we know that this consistent and 





"In spite of these controls, there are cases of 


tireless action on the part of Infosys 
was to usher in a metrics-driven 
information revolution.” 

Soon enough, other IT companies 
followed suit. No one questioned 
the metrics, even though they are 
self-reported and certainly not 
audited by external auditors. The 
Satyam scam will cast a cloud over 
the metrics claims of all rr outfits, till 
may be there is an audit in place. 

As an Edelweiss report notes: 
“In theory, metrics such as 
utilisation, billing rates, onsite-off- 
shore split can be manipulated so as 
to provide consistency and assur- 
ance with the reported revenues." 
The report is captioned: *Weighing 
Consequences of Satyam on Indian 
IT and India Inc." 


Exports: Zeros & Ones? 


After numbers and metrics, comes 
the biggest black hole: the product 
or service exports that form the very 
basis of an IT firm's revenues. IT ex- 
ports are not like physical items 
such as automobiles, garments or 
ore that can be counted, weighed, 


and benefit the promoters as they sell 
or pledge their shares." 

“The ‘software products’ of IT/TTES 
firms are predominantly intangible in 
nature, and, therefore, it is difficult to 
make an assessment of the price. 
There are no checks and balances if a 
firm decides to sell similar packages to 
different customers at vastly different 
prices. There may be wide variation 
between price points depending on 
the nature of the product, the service 
provider and the end-customer,” he 
points out. 


Accounting Standard X 


That leads to the question of 
accounting practices and standards. 
Take a simple case of cost of com- 
pletion method of accounting where, 
if you start recognising revenues but 
do not book all the costs or do not 
book the real costs, you could 
constantly have inflated profits. 

As Tushar Chawla, Partner, 
Economic Laws Practice, a law firm. 
says: “The most common malprac- 
tice observed in IT companies seems 
to be the reporting of inflated 


fudging. . .. then the artificial figures of sales and 


receivables and inflated profits push up share prices, and benefit the promoters as they sell 
or pledge their Shares" Debanjan Banerjee, Partner, Fox Mandal Little 
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valued or even seen by customs and 
tax authorities as they are shipped. rr 
exports are software, complex and 
customised code that travels over 
broadband to the buyer. 

There are checks and balances 
and IT companies do need to fill in a 
Software Export Declaration (Softex) 
form with the Software Technology 
Parks of India. But there is no way of 
checking the value, when value lies in 
the eyes of the buyer, or input costs, 
when inputs are intellectual. 
Debanjan Banerjee, Partner at the 
law firm Fox Mandal Little, says: “In 
spite of these controls, there are 
cases of fudging... then the artificial 
figures of sales and receivables and 
inflated profits push up share prices, 


figures, done by booking fictitious 
income, 1.6., income from non- 
existent customers or inflated 
income from existing customers.” 
He cites a multinational IT major 
that had inflated revenues by book- 
ing sales of software licences that 
were actually transferred to a related 
distributor. Satyam seemed to have 
gone a step further by showing 
fictitious cash and bank balances. 
So, why should an rr company 
do all this—book fictitious exports, 
inflate income etc? Money laun- 
dering. “A lot of IT companies are 
merely incorporated as shell com- 
panies that are actually laundering 
money,” says Chawla. According to 
him, a nexus has emerged between 
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the export earnings of IT compa- 
nies and money laundering trans- 
actions, with a large number using 
hawala for showing export incomes. 
Without naming any company, he 
says this could be driven by the fact 
that, with export earnings and earn- 
ings per share shrinking, promot- 
ers are more likely to show inflated 
income either to get good finances 
or to exit. This again, Chawla says, 
would not be happening in big com- 
panies but in small ones with rev- 
enues of $10-100 million. Listed 
entities, especially. “This also allows 
the promoters to convert their cash 
into official export income at a low 
premium without paying any in- 
come tax," he says. 

However, Indian IT does not 
mean just the Big Four or Big Five. 
According to NASSCOM’s recent 
Strategic review 2009, the Indian 
IT-BPO export industry has seven 
players with revenues over $1 billion 
each. They accounted for over 47-48 
per cent of software and services 
exports in fiscal year 2008. 

Then come 75-80 mid-sized 
players (revenues $100 million-$1 
billion) who account for 35-37 per- 
cent of total exports, and 300-350 
emerging players (revenues $10 
million to $100 million) with a 7-8 
per cent share, and over 3,500 
small and start-up companies with 
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“The most common malpractice observed in IT companies 
seems to be the reporting of inflated figures, done by booking 
fictitious income, i.e., income from non-existent customers or 
inflated income from existing customers” 

Tushar Chawla, Partner, Economic Laws Practice 


revenues less than $10 million who 
account for 8-10 per cent. 


Rivers of Cash 
As Banerjee of Fox Mandal Little 
says: “The IT sector is export-oriented 
and very cash rich. Naturally, the 
cash and receivables management 
takes a key role. ...It makes it easier 
for the companies to move the liquid 
cash from one company to another, 
especially through various invest- 
ment vehicles and structures." 
"There are possibilities of over- 
and under-invoicing and cross 
border fund mobilisation and move- 
ment," he says. Because of the rapid 
expansion of the sector and its 
export-earning capacity, the regu- 


"The systems and processes 
we have at this point are 
good enough but there has 
only to be a rigour in 
following them" 


B.V.R. Mohan Reddy, CMD, 
Infotech Enterprises 





latory system and accounting prac- 
tices are often not fully opera- 
tionalised. “That keeps loopholes 
for informal movement of currencies 
through several devices,” he says. 

Auditors stress the need to be 
very careful in making an invoice 
and tracking work-in-progress as 
well as receivables. Are the IT 
companies doing so? Four months 
ago, who knew what was happen- 
ing at Satyam? There is good rea- 
son, therefore, that B.V.R. Mohan 
Reddy, Chairman and Managing 
Director of Hyderabad-based 
Infotech Enterprises, an IT solu- 
tions provider, says: “The systems 
and processes we have at this point 
are good enough but there has only 
to be a rigour in following them.” 

Banerjee points out that the IT 
majors have “a high degree of in- 
ternal checks and controls and 
people like compliance officers, risk 
assurance officers and revenue leak- 
age assurance in place to ensure that 
accruals of revenue are genuine and 
accurate.” Also, it is not as if 
companies are free from external 
checks, says Banerjee. rr companies 
are not totally tax-free. 

As the IT sector waits for the 
Satyam report card, it is ironic that 
a company whose founder believed 
in speed and detailed metrics finds 
itself stuck in netherland. There is 
no Raju to preach his favourite met- 
rics: the 6 Ps (people, process, prod- 
uct, proliferation, patent and pro- 
motion), 5 Rs or the service out- 
come attributes (faster, better, 
cheaper, larger and steadier) and 
the various indexes. The abstract 
defined. The definable abstracted. m 
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KNEEL, 
OTHER CARS. 
KNEEL. 


THE NEW, MIGHT Y, MUSCULAR SCORPIO IS HERE. 


Just when other cars were getting used to living in its shadow, the Scorpio’s picking fights 
again. And this time it’s armed to the teeth with new muscles, new technology and new 









conveniences. To make other cars kneel in submission. 
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xu To test drive the new mighty muscular Scorpio, SMS 'SCORPIO' to 57575. For more information, visit www.mahindrascorpio.com 
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Steep airport charges in India are keeping air fares inordinately high at 


a time when airlines are 
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ECENTLY, THE MALAYSIAN 
low-cost airline Air Asia 
jolted the Kuala Lumpur 
International Airport au- 
thorities by declaring its 
intention to build an airport for its 
exclusive use in the city. The 
reason? To cut down on the sizeable 
airport charges it ends up paying. 
The Malaysian government shot 
down the proposal, but not before 
promising the Tony Fernandez-led 
airline a low-cost terminal at Kuala 
Lumpur airport. This is expected 
to save costs for the airline as it 
expands its operations to meet its 
targeted passenger volume of 60 
million by 2013. 

Indeed, major airports across the 
globe are slashing charges in an at- 
tempt to help embattled airlines 
cope with the downturn in 2009, 
which is expected to be annus 
horribilis for the aviation industry. In 
Singapore, the Civil Aviation 
Authority of Singapore has 
announced a slew of measures, 
including a 25 per cent rebate in 
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Slowdown blues: Des 


airport Wit 


landing fee at the Changi and Seletar 
airports. In China, its civil aviation 
administration has suspended for 
six months its 10 per cent surcharge 
on landing fee at the nation’s air- 
ports. Several other international 
airports have followed suit (See 
Combating the Downturn). 

Back home in India, though, 
it’s a different story. Despite falling 
air traffic (in the October-December 
quarter it was lower by 18 per cent 
compared to a year ago) the Delhi 
International Airport (DIAL) has 
started collecting an Airport 
Development Fee (ADF) from March 
1 this year, and the Mumbai 
International Airport (MIAL) will do 
so from April 1. These charges are 
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being passed on to air passengers 
translating into higher fares. From 
March 1, 2009, international 
passengers flying out of Delhi air- 
port are paying Rs 1,456 ($28) 
Airport Development Fee. The cor- 
responding fee for departing do- 
mestic passengers is Rs 260 ($5). 
This is on top of a recent 10 per 
cent increase in fees the airport 
charges airlines which is ultimately 
passed on to passengers. 

Airlines feel this will further im- 
pact passenger volumes. The blow 
will be particularly severe for low- 
cost carriers (LCCs) whose users are 
extremely price-sensitive. Says M. 
Thiagarajan, MD of Paramount 
Airways: "The charges like passenger 


M.Thiagarajan, MD, Paramount Airways 


Airport charges are very high for 
low-cost carriers. On low-priced 
tickets, close to one-fourth of what 
they collect as fares go towards 
meeting these charges" 


fee, development fee, infrastruc- 
ture charges etc., are very high for 
low-cost carriers. On low-priced 
tickets, close to one-fourth of 
what they collect as fares go 
towards meeting these charges. 
It's not so steep anywhere in the 
world." He adds that the private 
airports want to charge for 
facilities like aerobridge and 
ladder etc., which were earlier 
free of cost at Airports Authority 
of India (AAl)-run airports. Says 
Richard Leigh, MD of www.air- 
portcharges.com, a UK-based 
portal: “Indian airports are more 
expensive than their Asian 
counterparts, especially for 
international operations." 

The International Air 
Transport Association (IATA), the 
industry body, argues that the 
ADF at Mumbai and Delhi 
airports are essentially charges 
to pre-finance airport develop- 
ment projects. *Pre-financing 
increases the costs of air travel 
when passengers are made to pay 
for facilities that are not yet in 
use," says Albert Tjoeng, IATA 
spokesperson in Singapore. The 
ADF, he says, has come at a time 
when the industry is badly in 


HOW THEY STACK UP 


Indian airports are among the 
costliest in the world. 


(B777-200ER, 207 passengers, 
international destination) 





Charges relative to Dethi include landing, passenger, securtty, 
infrastructure, navigation and parking 
Source: www airportcharges.com 


COMBATING THE DOWNTURN 

Major airports across the globe are 

slashing airport charges... 

@ Singapore has given 25 per cent rebate in 
landing fee at Changi and Seletar airports 

@ China has waived 10 per cent surcharge 
on landing fees for six months 


@ Thailand Airport has announced 20 per cent 


rebate in landing charges 


@ Kuwait Airport offers incentives for airport 


services and 10 per cent discount in fuel prices 


@ Dubai will not raise airport user fee for the 
next four years 


@ Korea Airports has cut domestic landing and 


need of stimulants, not costs that parking charges by 10 per cent 

stifle recovery. Capt. G.R. @ Central Japan International Airport has 
Gopinath, Vice Chairman of introduced cargo discount scheme 
Kingfisher Airlines, finds the — pyt back home the boot is on the other foot. 


whole government approach 
towards airports infrastructure 
flawed and anti-consumer. “The 
whole idea of privatising airports 
was to bring in accountability, 
efficiency and better quality of 
service at a competitive price. But 
what the government has effectively 


Capt. G.R. Gopinath, 


Vice Chairman, Kingfisher Airlines 


“What the government has done 
is to replace the public sector 
monopoly over airports with a 


private sector monster” 


@ India has pushed up cost of air travel with user 


development fee or airport development fee at 


Bangalore, Delhi, Hyderabad and Mumbai 


achieved is to replace the public 
sector monopoly over airports with 
a private sector monster.” He calls 
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for more than one airport in big 
cities, which will foster competi- 
tion among airports resulting in 
better quality of service and better 
pricing for all stakeholders. 
Private developers argue the 
airline industry cannot prosper 
unless airports develop. “One 
needs to understand that airlines 
can make huge losses due to poor 
airport infrastructure as they can- 
not manage timely landings and 
departures," warns Marcel 

Hungerbuehler, CEO of Bangalore 

International Airport (BIAL), à 

Siemens-led venture. Efficient 

airport processes and world class 

infrastructure, he says, will help 
airlines work more optimally 
especially in terms of network 
planning and save costs. “World 
over UDF (user development fee) is 
charged to passengers. Gradually 
in India too, this concept of the 
user paying for the infrastructure 

(instead of the airlines) he uses 

will gain ground and acceptance", 

says Hungerbuehler 

Eyebrows, though, are also 
being raised at the lack of 
transparency in levying 
development fees. The absence 
of an airport regulator, it's felt, 
has aggravated the problem. 

“There is an estimated 20 per 

cent over-collection of air navi- 

gation charges and 33 per cent 
differential charges for 
international operations," 

Tjoeng of IATA insists. The air- 

lines now want the Airport 

Economic Regulatory Authority 
(AERA) to become operational soon. 
“AERA has an important role to 
play. There is no time to waste in 
quickly setting-up and staffing the 
agency,” says IATA Director General 
Giovanni Bisignani. 

An independent regulator, 
hopefully, will be able to come to 
the aid of the aviation industry 
which has been battered by high 
costs of operations and dipping 
passenger volumes. W 
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N TODAY'S DISTRESSED TIMES, 

it may seem like an oddity, 

but according to New York 

Life Insurance (NYL) President 

and Chief Executive Officer 
and Chairman-elect Ted Mathas, 
the company seems to have 
weathered the storm quite well. 
Last month, on his second visit to 
the country, Mathas found India’s 
enthusiasm contagious. During 
his four-day trip, Mathas along 
with Indian partners from Max 
New York Life (MNYL), Chairman 
Analjit Singh and CEO & MD 
Rajesh Sud, took some questions 
from BT’s Shalini S. Dagar on 
the spreading economic crisis and 


things, there is probably a down- 
side in the real estate sector; there 
are still issues in the credit mar- 
kets, and consumer confidence 
in the US is severely impacted by 
job losses. And that has spread 
to the rest of the world. In India, 
in particular, you have an advan- 
tage as you have sustainable en- 
gines of demand. India is better 
positioned. 


New York Life switched its portfolio 
to US treasuries a full six months 
before the subprime crisis emerged. 
What prompted the switch? 

TM: Well before the crisis blew 
out in the US, we put in place a 


bonds, they were going down. 
We have a bond portfolio of $140 
billion. In 2006, we actually lost a 
total of $23 million on bond port- 
folio due to defaults. That may 
not be too bad, but actually it 
was a bad sign. Here is the issue. 
Nobody could default. Everybody 
had access to capital... the market 
perception was that if nobody is 
defaulting then there must not 
be any risk there. But it was 
actually the opposite. So we 
decided to convert some of the 
$15-20 billion cash flow into 
treasury as opposed to corporate 
bonds, in the event that if there 
was some kind of blow-up, we 


NYL's strategy overseas and in quality tilt programme. We found would be better positioned 


"There Is No Question 
of a Recovery in 2009" 


India to convert this adversity 
into opportunity. Excerpts: 


How long do you see the crisis 
continuing? 

TED MATHAS: Unfortunately, the 
recession is slowly making its way 
to the mainstream, real economy 
in the United States. There is no 
question of a recovery in 2009. 
An optimistic forecast will be on 
recovery of some sort in 2010. 
So, it is a fairly pessimistic outlook 
based on many things that have 
still to completely unfold. Even 
though you can't predict these 
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that the market, prior to the sub- 
prime crisis unfolding, was not 
properly compensating for credit 
risk. We do our credit under- 
writing. Second, we have a di- 
versified portfolio. Third, we 
avoided certain sectors that we 
thought were less creditworthy. So 
we actually avoided the financial 
sector in terms of a smaller con- 
centration in that area. However, 
the main action that we took, 
which was a pretty significant 
move, was this: If you looked at 
spreads between the Us govern- 
ment treasury and the corporate 


because we would have more cash 
on hand to invest when spreads 
widened into much more attrac- 
tive investments, and less at risk 
with respect to those bonds. 


What is the quality tilt saying now? 
TM: We are still diverting a large 
amount of money into US treas- 
uries, but it is now not so much 
about the credit issues... the 
reason that we are leaning 
towards treasuries is due to 
liquidity issues. 


How was NYL able to take cover 
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New York Life, 
including its 
subsidiaries, has 
over $280 billion 
in assets under 
management and 
over $12 billion in 
operating revenues. 


In February 2007, 

NYL moved a large 
portion of the 
company's investments 
into safe US 
Treasury bonds. 


Today, NYLs 10 largest 
credit exposures 
account for only 3.3 
per cent of its total 
credit risk. 


Max New York Life is 
the country’s 
seventh-largest 

_ private insurer, 

> according to the first 

= year premium of life in- 
= surers up to Dec. 2008. 


: NYL would like to 

z increase its stake in 
| * MNYL from 26% 

> to 50% when the 
> norms permit. 


bt 60 minutes 


while the others missed such signals? 
TM: The reason that we could ac- 
tually do it was because we gave 
up earnings to do that. A lot of 
companies wouldn't do that. We 
did not have to defend the deci- 
sion. Part of that is tied to the fact 
that we are a mutual company. 


Has there been no pressure to 
demutualise? 

TM: In the late '90s, a lot of us in- 
surers began to demutualise. For us, 
we decided to remain focussed on life 
insurance. Second, if you do not 
need the capital, and we did not 


need the capital, all that we would do 





is to introduce a potential conflict. 


Does that make a case for insurance 
companies not being listed? 

TM: I think you have to look at 
the context of the market envi- 
ronment. I think it makes a case in 
the Us given the market dynamics 
there. In India, there is the ad- 
vantage of not being a publicly- 
traded entity in terms of making 
the right long-term decisions... 
on the other hand, given the 
growth opportunities in this mar- 
ket, it may make sense. So, it is 
not an obvious decision. 


So, when does MNYL list in India? 
ANALJIT SINGH: There are many 
things that need to happen be- 
fore we consider such a change... 
we don't have a decision either 
way. We will wait for the oppor- 
tune time. 
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What are MNYL's funding plans? 

AS: Both shareholders are committed 
to making their respective share of 
capital available to MNYL as we have 
been doing till now. The paid-up 
capital of the company is Rs 1,900 
crore today. Our peak funding plan 
calls for up to about Rs 3,800 
crore—another Rs 2,000 crore over 
the next few years or so. 


What is the individual status here in 
the joint venture as there are signs of 
FDI cap in insurance increasing? 

AS: Unfortunately, we have a very 
unexciting response to the ques- 
tion. First, we are both eagerly wait- 





ings profile in life insurance business 
is much better. Many other life in- 
surance companies are into many 
other businesses. 

In the past year, when every- 
one has been under pressure, we 
have had a 13 per cent increase in 
our insurance sales, i.e., $2.4 billion 
in insurance sales; we had 8 per 
cent growth in our revenues, and we 
actually had growth on our operat- 
ing earnings, though there was a 
decline in the growth rate. But the 
average Us life insurer in 2008 had 
a 50 per cent decline in its earnings 
base as a result of the market con- 
ditions. So, this is a story which is 
consistent across NYL and MNYL. 
Sure, the economy is tough but in 
many ways it is an opportunity to 
show that we have a better and 
more sustainable business model. 


What are the challenges in the Indian 
market? 

AS: Right now, the first challenge is 
the restoration of confidence in 
India at large. And that has to do 
with credit policy, cost of money, 


"The average US life insurer in '08 had a 
50 per cent decline in the earnings base 
as a result of the market conditions" 


ing for the FDI cap to increase. We 
would like to see it happen in the 
near future. Second, we have a clear 
agreement filed with the IRDA that 
NYL has the option to go up to 50 
per cent as and when the norms 
permit that. We have even 
announced our transaction 
criterion. Max India will sell its 23 
per cent shareholding in MNYL to 
NYL and we have agreed how we 
would value those shares. 


How does the competitive scenario in 
India look like? 

TM: One way is to look at the 
strength of the parent company. 
Also, we are focussed on life insur- 
ance. And the stability of the earn- 


cash flows—the same answer as it 
would be for any business in India. 
If environment gets fixed, we get a 
boost. In life insurance, we lost 
some growth, particularly in 
October, November, and December. 
January has been a reasonable 
month. In February, we are looking 
to grow around 20 per cent over 
February 2008. That is not, per- 
haps, true for all life companies. 
Our planning in the early days of 
this year leads us to believe that we 
will gain market share in the coming 
10 months of the year. 


Any plans of launching an asset man- 
agement business in India? 
TM and As: Not immediately. m 
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BT-OMAM SALARY SURVEY 


Carrots with Strings 


Better pay packets for senior managers come 
at a premium in 2009. saumya BHATTACHARYA 


INTER IS GONE, BUT THE SEASON OF PAY 
freezes is far from over. More so for 
senior managers, which is what this 
installment of Br-Omam Consultants Salary Survey 
deals with. The reason is two-pronged. One, 
owing to slowdown, the increments will be 
minimal. And two, with business environment still 
challenging, the discretionary pay for senior 
management will take a beating. Organisations are 
also looking for innovative skill-sets to drive 
the philosophy of “do more with less” at the 
level of functional leadership. More on this 
skill-set later; first, here’s your primer on salary 
and increment. 
There are no pleasant surprises on this count. 
"I would be surprised if there have been any in- 
crements at all,” says Hastha Krishnan, CEO, Ma 
Foi Global Search Services. Sure, there are no big 
expectations on the increment front. But, guess 
what, depending on the salary structure, your 


Stay the Course 
€ Healthcare, energy and telecom 


Will pay better than the rest 


๑ Ability to take on multiple roles will 
become the differentiator 


e Being risk-averse is a major virtue for 
senior managers 


gross salary may be in for a cut. That's because 
variable pay forms a large chunk of the salary 
package for senior managers. 

So, at what levels are the senior manager 
salaries in 2008-09? The Br-Omam survey offers 
a snapshot of salaries of senior managers, with an 
average experience of 15 to 20 years, across a 
range of 14 industries and 101 companies. 

For SM I (senior level managers with experience 
of 20 years on average), the top paymasters are 
FMCG, consumer durables, automobile and pharma 
sectors. The comparison of average Total Cost to 
Company (TCC) throws up some interesting num- 
bers. In 2008-09, the maximum TCC went up to Rs 
1.35 crore in FMCG with automobile sector com- 
ing a distant second with an average TCC of Rs 85 
lakh. Senior managers in FMCG earn an average 


gross salary upwards of Rs 89 lakh. Consumer 


durables, auto and pharma all mete out average 
total salaries in the region of Rs 62 lakh. Banks pay 
an average gross salary of Rs 56 lakh while telecom 
pays in the range of Rs 50 lakh plus. 
Engineering, textiles and real estate account for 
considerably smaller pay packets—in the region of 
Rs 31 lakh to Rs 36 lakh. 

At SM II level (senior managers with expe- 
rience of 15 years on average), while FMCG 
again rules the roost with an average TCC of 

Rs 51 lakh, consumer durables drops several 





Pay Matters 


On an average, a middle manager gets three times and a senior manager 


up to 10 times a junior manager's salary. 


SENIOR MANAGER 


1,99,53,908 64,90,363 


1] 43 755 





Figures are for average salary and will vary depending on the sector and the company 


notches with average TCC at Rs 33 lakh. Auto, 
pharma, banking and telecom follow FMCG as 
highest paymasters. 

The lowest paying sectors, according to the 
survey, are engineering, textiles, real estate and core 
sectors (See Industrywise Percentile). 

How will the salaries pan out from here? Not 
very differently, because pay packets will remain 
mostly unchanged this year and, in fact, get 
trimmed. “Outlook for the year looks broadly 
flat,” says Madhav Sharan, Regional Market 
Leader, Asia Pacific, Industrial, for executive 
search firm Korn/Ferry International. 

However, two trends are visible here. Take the 
case of people-centric services and knowledge 
industries like IT, ITES and retail. 
The biggest expenditure for 
these industries is people. 
Subsequently, to cut costs, these 
industries will attack people- 
related costs and resort to pay 
cuts. Bonuses and increments 
of senior managers in these 
industries are being minimised. 
Sectors such as manufacturing, 
pharma, and consumer durables, 
among others, by the virtue of 
being non-people-centric 
industries will get less impacted 
and will look at increments, 
albeit small. 

Compensation experts say 
that in the coming year, health- 
care, energy, infrastructure and 
telecom are expected to do well 
while senior managers in FMCG 
might find the going tough. 


MIDDLE MANAGER 


17 38,335 





Hastha Krishnan, 
CEO, Ma Foi Global Search 


JUNIOR MANAGER 
22,04,228 


6 18,138 


e Minimum 


e Average 
e Maomum 





Source: Omam Consultants 


Also, on the chopping block are variable pay 
packets of senior managers. Orgsanisations are 
reviewing the variable component of employ- 
ees' salaries in an attempt to cut costs. IT majors 
like Tata Consultancy Services and Infosys 
Technologies, for whom manpower cost and 
salary account for the biggest expenditures, have 
already put in place plans to review variable 
salaries. This will hurt senior managers the most 
as variable component accounts for more than 50 
per cent of their total cost to company. 

Is there anything senior managers can do to 
add to their efficacy? Organisations are fixing 
nuts and bolts of their businesses and are less 
tolerant of managers who are buckling under 
slowdown pressure. According 
to executive search experts, 
companies, especially in 
slowdown-hit sectors, are even 
looking at replacing senior 
executives who are not 
equipped to handle multi- 
dimensional roles. Ergo, be open 
to clubbing of broad functions 
and taking on more than one 
role. While a pay cut may be 
the last thing you want, be gra- 
cious about losing benefits: these 
are the times of rigorous and 
essential cost-cutting. 


A 


"| would be surprised if 
there have been any 
increments at all" 


middle managers was carried 
in Business Today dated Feb. 
8, 2009 and Feb. 22, 2009, 
respectively. It is also avail- 
able at www.businesstoday.in 
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Min 82,500 — 90150 — 69450 — 26537 31,678 300315 36,003,780 
Avg 152024 1,88558 92,628 44839 40,690 5,1838 6224856 
SALARY Max  2,90,000 425000 2,10,000 — 92249 1270 1018519 1,22,22,228 
SURVEY Banking Min — 104375 1,8354 — 20875 — 33201 25383 292188 3506250 
| Avg 19896 1,48,799 31,928 63,291 29151 472126 56,65.513 
08 Max — 3,550875  2,61,814 — 44,000 1,132203 27,101  8,01,992 96,23,909 
Chemicals, Min 45067 78,897 O 14340 37 171 175475 2105,00 
Petrochemicals, Avg 129919  1,09117 34 575 36430 62028 32,068 4464818 
Fertilisers, Max 266640 97,271 97,044 84818 1,79,132  7,24,905  86,98,856 
Consumer Min 76842 14717] 6649 24443 17,879 2724989 3275874 
Durables Ag 16,744 20654 — 88631 — 40472 27238 525631 6307574 
Max — 472,500 3,54375 118,125 79427 5,825 10,30,253 1,23,63,030 
Core Min 32919 25825 26940 12138 54904 1,2725  18,32,705 
Avg 1,07,487 1,0756 33 459 — 31,886 44930 325518 3906211 
Max 248400 501216 85,842 79,016 56,235  9,70,709 116,48,503 
Engineering Min 40710 54493 16,667 12950 31736  1,56556 1878672 
Avg 90,796 — 80419 33920 27919 30122 263175 31,58,097 
| Max  1,35,000 1,933,000 1,16,100 42,944 52,770 539814  64,77,762 
FMCG Min 83,20 1,663090 — 42933 26632 27427 347021 — 4164248 
Avg 298715  1,76597 78715 92852 96632 74351! — 8922126 
Max 5,53,800  7,85,618 88,750 1,764164 58,494 16,62,826 1,99,53,908 
IT Min 53136 1,10,855 0 8932 30248 20317! 2438057 
Ag 1,36,312 — 1,418322 — 63229 32,456 26,801 400630 — 4807556 
u Max 222180 223,698  2,89,593 70,675 1918 80806  96,96,774 
ITES-BPO Min 76076 — 1,119075 38,038 20396 8852 2,662438 31,9250 
Avg — 120321 1,88328 60,161 — 32258 13833 414900  49,78,800 
Max 1,99,648 312491 99,824 53526 23,011  6,88,500 82,62,000 
Pharmaceuticals Min 67200 90,899 26,750 21,376 22718 228943 274731 
Avg — 147374 222854 — 67874 46880 32085 517067  62,04802 
— Senior Manager (I) Max  2,80,000 453901  2,20,000 89,068 41,667 10,84,636 1,30,15,633 
— AVG EXPERIENCE Real Estate Min 66268 70,551 6627 . 11139 33643 1,8228 22,5836 
20 years Avg 108272 1,9197 30416 19840 29184 306910 3682917 
— One level below Max — 2,11,530  1,85526 36,313 35,559 47200 5416128  61,93,536 
CEO Responsible for Retail Min — 99314 76010 — 28697 16694 29580 250294 3003530 
overall operational Avg — 13589  1,60550 4063 — 22845 38905 398802 4785626 
ing and Max 1,29,200 3,2140 78,487 21719 57,475 608521 73,02,253 
execution of the Telecom Min 90419 1,411,524 45,209 — 24241 6049 — 307,42 36,8904 
function/ division Avg — 124561 194965 — 62281 33395 7,398 422600 501,200 
"อ ar Max 2,01,480 3,15,359 1,00,740 54,017 11504 6,83,100 81,97,200 
Director’Senior VP/VP Textiles Min 86,156 30,265 7179 23262 14704  1,61566 19,3896 
Avg — 142184 — 60192 — 14623 31,823 41514 290336 3484032 
Max  2,68,804 `“ 81,874 0 72,577 48879 472134  56,65611 
For every Rs 1 earned by an individual in Engineering industry, how much do employees in other industries earn? K 
น ด Teles M  Chemy/Petrochem/Fertilisers, 
"Cor, Rel Estas m ner 
— CU .* 
"——n NET 
Durable, FMCG x 
25% 
Textiles, ELE J Chem/Petrochem/Fertiisers 
toe al stat zu nel 
100% ๓ ๐ 9 sp, 
Pharmaceuticals, PEE Consumer Durables 
1 1 €— +é ITES-BPO, Telecom 
แพ พ For SM |, the base figure is Rs 31,58,096 แพ พ For SM II, the base figure is Rs 20,53,256 xn 15% 
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- Senior Manager (II) 
— AVG EXPERIENCE 
15 years 


— No 2 position in a major 
function or head of rela- 
tively smaller function. 
Reports to the Director/ 
Major Functional/ 
Divisional Head and is 
— " overall 
operational planni 

and execution for his 
function/ division 

TYPICAL DESIGNATION 

Senior GM/GM 


METHODOLOGY 


0 capture compensation trends in 
| omone India, Business Today 

collaborated with the Delhi-based 
research consultancy, Omam Consultants, 
to collect data on salaries across a range of 
industries and companies. This survey covers 
senior managers with average experience of 
15-20 years. Omam compiled salary data of 
Senior Managers | and Senior Managers II, 
across 101 companies in 14 sectors. Since 
salary data is confidential, names of the 
companies have not been revealed. The 
sectors covered under the survey are: 
automobile, banking, chemicals & 
fertilisers, core, consumer durables, 
engineering, FMCG, IT, ITES/BPO, pharma- 
ceuticals, real estate, retail, telecom and 
textiles. The survey looks at compensation 
data from a number of angles, including 
inter-industry averages, and also the average 
salaries. The Omam team that collated and 
analysed the data was led by Director 
Rajeeva Kumar, Executive Director Anil Koul 
and General anager Ashutosh Kumar. 
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Senior Management Jobs 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Kritikal Solutions (P) Ltd, Regional 
Sales Manager, Delhi, Noida, 5 - 15 
years, JobID: 6169792 

Job responsibilities: To draw up a list of 
immediate and long-term perspective clients 
ideally suited for our security products 
offerings, to arrange and execute client calls 
and meetings and to convert them in sales. 


Zee Turner Ltd., Head Marketing, 
Noida, 11-16 years, Job ID: 6838801 
Major activities: Instrumental in corporate 
campaigns roll out. Realigning bouquet 
channels to maximise bouquet strength as well 
as getting new channels. 


Honeywell Automation India Ltd, 
Project Manager, Delhi, 9 - 14 years, 
Job ID: 6848031 

Project management activities include: To 
coordinate activities between site contractors, 
system integrators, major suppliers and the 
project team at Pune and more. 


Teleca AB, Sales Delivery Manager, 
Bangalore, 9 - 12 years, Job ID: 
6847786 

The sales delivery manager will not only 
support sales in proposal generation and 
resourcing but also act as a conduit for 
implementing a more rigorous approach to 
opportunity tracking and more. 


Elgiva Business Solutions Pvt Ltd, 
DGM-Security, Mumbai, 18 - 20 years, 
Job ID: 6840048 

Duties will involve: To develop policies on 
security, safety standards, cost control through 
process improvement and development for 
the circle. 


Research in Motion Limited, 
Director, Government Relations, 
Mumbai, 10 - 15 years, Job ID: 6828982 
Director will monitor legislation, regulation 
and policy at various levels of government 
throughout India relevant to the wireless hand 
set and related mobile data and 
communications services industries. 
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Tata Autocomp Systems Limited, 
Business Unit CEO, Pune, 20 - 30 
years, Job ID: 6818680 

The professional must have 20+ years of rich 
experience with at least 5 years in the capacity 
of profit centre head - CEO in the sizeable 
organisation. 


Mila Software, Senior Systems 
Architect, Hyderabad, 7 - 12 years, Job 
ID: 6845636 

Applicant with deep understanding of 
conceptual models, engineering frameworks 
and large-scale software development. 
Excellent knowledge of modern software 


systems engineering and more. 


VMware Software India Pvt Ltd, Sr. 
Manager of Technical Support, 
Bangalore, 12 - 17 years, Job ID: 
6709500 

As Sr. Manager, Technical Support, you will 
have the responsibility to manage and build 
one or more teams of our technical support 
organization and more. 


Bristlecone India Ltd, Project 
Leader/ Project Manager, Delhi, 
Noida, 8 - 18 years, Job ID: 6846243 
Project lead experience of 3-4 years. Should 
have been part of at least 2 integration 
projects in a client facing role. Shall have at 
least 1 end to end implementation experience 
and more. 


Yahoo Software Development India 
Pvt Ltd, Technical Leader, Bangalore, 
8 - 16 years, Job ID: 6848198 

TL with good understanding of modern 
multi-core systems & systems software. 
Proficiency in Java or C/C++ and multi- 
threaded programming. 


Oracle, Data Warehousing-Exadata, 
UCM, Bangalore, 8 - 14 years, Job ID: 
6846732 

Candidate must have eight to ten or more years 
DBA experience, implementing decision 
support systems, data warchouses, preferably 


involving very large databases and multiple 
RAC nodes. 


To know how to apply for these jobs, go to finance jobs listing page. 
A" ç D SD ESI S CCS 


Accenture, Accounts Manag 
Mumbai, 9 - 12 years, Job ID: 68313: 
Person will be responsible for maintaining 
US GAAP books of accounts of the et 
Responsible for ensuring the accuracy 
completeness of the countrys fina 
reporting and more. 


PVN Plastics Industries, Accor 
Manager, Mumbai, 10 - 20 years, 
ID: 6831223 

The candidates will be respons 
maintaining accounts books, excise, taxa 
banking, reconciliations, accor 
finalization, preparing returns & MIS Rep 


Jindal Aluminium Limited, Dire 
Delhi, 15 - 20 years, Job ID: 6849141 
The incumbent should be an all-rounder 
sound health and rich experience (mini: 
of 15-20 years) in large organisat 
preferably an Educationist, IAS, 
Chartered Accountants or Journalist 
more. 


IVRCL Infrastructures & Proj 
Ltd, Sr. Managers / Manage 
Power, India, 16 - 20 years, Job 
6848078 ° 

Any graduates with hands-on experienc 
minimum 16 yrs exp. in Power div 
especially in transmission lines. Responsil 


handling the functions like Execu 
Planning, QA /QC and more. 


GEA Energy Systems (I) Ltd, De] 
General Manager - Finance, Cher 
10 - 17 years, Job ID: 6840158 
Responsibilites: Thoroughly study te 
documents, carry out risk analysis and su; 
ways and means to mitigate the risks. 


Aqua Designs India Limited, Gen 
Manager - Finance, Chennai, 15 
years, Job ID: 6839386 
Theincumbent will handle the entire gam 
finance & administration and should 
hard core experience in handling bu 
taxation, sales Tax and more. 
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e-One India, UI developer, Delhi, 
3years, Job ID: 6848298 

ole: Become part of teams that are doing 
rious projects ranging from App 
opment, games development to Web 2.0 
| t. Share your code with open 
burce communities and more. 





soft India Pvt Ltd, SQL Server DBA, 
t 3 - 10 years, Job ID: 


Wuties will be: All aspects of SQL server 
wtabase administration including, but not 
ited to, installation of SQL Server 
/SQL Server 2005 on stand alone hosts 

ad 2/3 node clusters and more. 


orry Harris Business Solutions, 
enior Software Engineer, Bangalore, 
= 8 years, Job ID: 6848192 

Spirant with expertise in WMQ V5.X and 
bove (including WMQ Clusters) and WBI 
essage Broker V5 and above, MQ SSL and 
vanced MQ configuration and more. 


ew Horizons India Ltd, Team 
eader/ Technical Leader, 
angalore, 1-10 years, Job ID: 6847207 
indidates should be well versed with version 
| and version 7.2. Candidate should have 
tod knowledge of jaython and python. 


irtusa (India) Pvt Limited, 
‘Consultant, DWH/BI-DataStage, 
hennai, 6 -9 years, Job ID: 6787247 
insultant must possess hands on experience: 
[L/ELT - design and implementation 
perience loading to Star Schemas, Snowflake 
hemas and morc. 


Centric Technologies Pvt Ltd, ERP, 
RM - Technical Consultant, Noida, 5 
years, Job ID: 6847992 

pirant with relevant working experience and 
pertise in SAP basis. 


LR e 
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iServiceGlobe Pvt Ltd, SAP CRM 
Technical Consultant, Delhi, Pune, 4 - 
10 years, Job ID: 6847731 

SAP CRM Technical Consultant with 
minimum 2 - 4 years of real time 
implementation experience. Must have hands 
on experience in SAP CRM 2007 Web UI. 


Patni Computer Systems Ltd, System 
Specialist - AIX Administrator, 
Mumbai, 5 - 11 years, Job ID: 6847682 
Administrator with very good system 
administration skills on AIX./HACMP. Need 
to have good knowledge of command level 
administration. 


Hays Specialist Recruitment, 
Assistant Manager - Solaris, Mumbai, 
5-8 years, Job ID: 6691013 

Person with working experience on Sun 
Solaris. (Experience on Linux would be an 
added advantage). NIS/LDAP/DNS 
experience. Experience in Jumpstart tool and 
more, 


Sysbiz Technologies Pvt Ltd, Team 
Lead, Chennai, 6 - 12 years, Job ID: 
5740434 

Hands on experience in J2EE, WebLogic, web 
Services, workflow engines, rules engines and 
report servers. Experience in re-engincering 
projects, design patterns. 


EXFO Electro Optical Engineering 
India Pvt Ltd, Senior Developer - 
JAVA, Pune, 3 - 5 years, Job ID: 
4579730 

Developer with minimum 2 years of 
experience in web application development 
using Java, J2EE (JSP, Servlet, EJB). 
Knowledge of an application server like 
JBOSS or Weblogic or WebSphere. 


Biogenex Life Sciences Private 
Limited, Senior DBA, Hyderabad, 7 - 
12 years, Job ID: 6846762 

Role: Apply in depth knowledge of relational 
database theory to develop highly complex 
database applications to accommodate a wide 
variety of administrative needs. 


Sun Microsystems, Technical Writer, 
Bangalore, 4-7 years, Job ID: 6847333 
Functions: Ability to work independently with 
large, globally distributed development 
organization to write product documentation 
for the web space server product. 


Ikas Technologies Pvt. Ltd., Senior 
Software Engineer - PHP, Chennai, 3 - 
8 years, Job ID: 6846132 

The Sr.PHP developer will be responsible for 
the analysis and design of front end 
applications as well as the user interface 
coding and integration. 


IP Soft India Pvt Ltd, IP Telephony 
(IPT) Experts (CCIE-Voice, CCVP), 
Bangalore, 1 - 11 year, Job ID: 5725450 
Experts in IP Telephony (IPT). CCIE-Voice/ 
CCVP/ACS is required. Exp in Cisco Call 
Manager, UCM, Unity, IPCC. Avaya Media 
Servers, Media Gateway. 


ValueLabs, VP Sales — Europe & AVP 
Sales - Australia, Hyderabad, 12 - 16 
years, Job ID: 6801959 

Vice President Sales and Assistant Vice 
President Sales requirement at ValueLabs. 
Position requires an MBA with engineering 
back ground and software services selling 
experience. 


Zenith Infotech Ltd, Technical 
Specialist, Mumbai, 3 - 10 years, Job 
ID: 6826673 

Looking for candidates to provide remote 
infrastructure support on various tier 3/4 
technical issues to global customers on 
Microsoft platform. 


Xpanxion International Pvt Ltd, 
Program Manager for C#ASP.Net ๕ 
J2ee, Pune, 7 - 10 years, Job ID: 
6796004 

7 to 8 years of direct work experience as the 
project / program manager including all 
aspects of software project life cycle. 
Development background with 
C#.NET/Javaand good DB knowledge. 


go to finance jobs listing page. 
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Sales and Marketing Jobs 


monster.com 


Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Infinity Services, Sales Manager 
(Agency), Bangalore, Hyderabad, 2-8 
years, Job ID: 6579412 

Duties: Sourcing agents as per the agreed mix 
and policy; monitoring agent performance on 
the common variables; maintaining the agreed 
mix of new and existing agents. 


SITA Corp (India) Pvt. Ltd., Senior 
Sales Manager, Hyderabad, 4 - 10 
years, Job ID: 6841111 

Applicant with 5+ years of selling to 
enterprise customers. Prior experience in 
selling packaged solutions like SAP, Oracle, 
Baan. Ideally the candidate should be from the 
industry. 


Network Computers, Sales Manager, 
Vijayawada, Visakhapatnam, 1 - 10 
years, Job ID: 6840695 

He will be responsible for leading a team of 
marketing executives, ensuring business 
development and revenue generation. Plan 
and organize meetings with corporates and 
more. 


C-Drive Hr Services Pvt Ltd, Regional 
Sales Manager (West), Mumbai, 3 - 10 
years, Job ID: 6840464 

Responsible for increasing product sales to 
existing and potential customers in the 
designated territory. Provides field technical 
support for key product lines and more. 


HiTech Point, Marketing Manager, 
Chandigarh, 3 - 5 year, Job ID: 6685722 
Would be responsible for the successful 
completion of all installations. Checking the 
functioning of all the boxes installed in the 
market. Rectifying the problems / complaints. 


Matrix Infotech, Sales Manager, 
Chennai, 2-3 years, Job ID: 6839514 
The incumbent will be responsible for 
business development, institutional tieups, 
corporate tieups, outdoor activities, 
placement service for the eligible students and 
achieving monthly target. 


To know how to apply for these jobs, go to finance 


Huresys Network Pvt Ltd, Sales 
Engineer, Bangalore, 1 - 4 years, Job 
ID: 6775745 

Person with 2-4 years of experience in AC 
Drives / PLC sales & marketing in a reputed 
industry, Will be responsible for preparation 
of quotation etc 


Honeywell Automation, Asst. 
Manager Sales, Mumbai, 5 - 7 years, 
Job ID: 6351436 

Aspirant with 5-7 years of experience. Product 
sales experience is a must. Must have done B.E- 
Instrumentation / Electrical / Electronics / 
Mechanical. 


Budget Rent A Car, Sales Manager, 
Delhi, 5 - 8 years, Job ID: 6674454 

A challenging assignment awaits a seasoned 
sales management professional, with a proven 
track record, having a vision and zeal to 
surpass the sales target and more. 


JDA Software, Sales Vice President, 
Mumbai, 5 - 10 years, Job ID: 6844930 
Responsibilities: Defines and set sales strategy 
for team while working closely with direct 
reports to ensure proper implementation, 
follow-up and follow-through of strategy. 


GNN Prakashan Pvt.Ltd., Marketing 
Professionals, Delhi, 3 - 10 years, Job 
ID: 6842855 

Duties will be: Space selling of international 
travel and tourism magazines "Outbound 
International", "Indiaah". Space selling of 
business and political news monthly magazine 
"Last Sunday". 


ICICI Lombard General Insurance 
Company Ltd, Marketing Manager, 
Mumbai, 3 - 6 years, Job ID: 6838582 
Key function: Focusing on direct marketing 
initiatives, implementing loyalty programs - 
both internal & external, interacting with the 
agency, data handling. 


Submit your resume on monster.com 


and let monster work for you 


Ksi Medicare Private Limite 
Business Development Manage 
(Marketing), Chandigarh, 3 - 10 ท อ ล ย 
Job ID: 6836978 

Role: Maintaining relationships with existis 
customers. For promotion of new develop 
products; visiting potential customers f 
technical presentations of upgraded prodt 
and more. 


Buy Telecom Products 
Marketing/Sales Executive, Delhi, 8 
4 years, Job ID: 6835908 

Required graduation and convicing skills 
important. He has to meet end custome! 
Communication skills is important. Should 
preferably from a Telecom industry. 


Siemens, Sales Specialists, Gurgao 
Mumbai, 5-8 years, Job ID: 6835547 
Minimum of 3-4 years in the Teleco 
Industry selling Telco Enterprise solutiot 
Should have excellent account manageme 
skills with experience of handling CXO lev 
relationships. 


Encodex Technologies India Pv 
Ltd., Marketing Professionals, Pun 
2-7 years, Job ID: 6846952 

Role: Understanding Encodex expertis 
project domains, past case studies and curre 
clients. Focusing on developing marketis 
strategy with defined targets. 


Sagacia Soft Technologies Servic 
Pvt Ltd, Channel Sales Manage 
Hyderabad, 2-5 years, Job ID: 68264. 
Candidate should have experience in 
Channel sales working/Appointing t 
distributors. Should have stro: 
communication skills. 


Infomedia India Ltd, Accou 
Manager - Sales, Mumbai, 2 - 5 yea: 
Job ID: 6847258 

Responsibilities include the developing a 
executing of print and online budgets, spec 
issues/supplements, newsletters, catalog 
of the respective magazine. 


jobs listing page. 
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WÉetwork Computers, Accounts 

tant, Varanasi, Visakhapatnam, 1 - 
years, Job ID: 6839321 

andidate should experience as an Accounts 

tive / Accounts Assistant / Accounts 

be tices. Should be graduate in commerce from 
reputed college and more. 







“ime Spot Technology India Pvt Ltd, 
_ inance Manager, Noida, 4 - 9 years, Job 
16836360 

evant experience in accounting, payroll, 
ials, budgeting. Should have good 
on US GAAP. Must have done CA, 


A from a recognized institute. 







magacia Soft Technologies Services Pvt 
—td, Accounts Officer, Chennai, 3 - 10 
Job ID: 6836744 
ties: Handling Service Tax matters and 
aises with Service Tax authorities, TDS, 
mansport billings, accounts receivable and 
»ayable, submission of all the MIS. 


MTS e-Services Pvt Ltd, Manager - 
. ecounts, Mumbai, 5 - 7 year, Job ID: 
-.387948 


mole: Managing the accounts and MIS 
anctions in a multi — currency & 
Multinational environment. High end 
Sapability in spreadsheet applications and 
Bhore. 


M Education Solutions India Pvt Ltd 
"Accountant, Tiruvananthapuram, 2 - 5 
wears, Job ID: 6746219 
lerson should be a graduate in commerce 
»scipline with minimum 2-3 years of work 
ikperience in budgeting, planning and cross 
marging cost models. 











Jobseekers - To apply for above jobs 


|. Logon to www.monster.com 


2. Type the Job ID in the "Search Jobs" box on the 


homepage 
3. Click the "Go" button 


JN Technologies Pvt Ltd, Plant 
Accounting Manager, Gurgaon, 2 - 5 
years, Job ID: 6811495 

CA with 2+ yrs exp. of industry exposure, 
preferably manufacturing; exposure to Plant 
accounting will be an advantage. Article ship 
should be preferably done with a reputed firm. 


WNS Global Services, Accountant, 
Mumbai, 0 - 2 years, Job ID: 6727940 
B.Com/M.Com graduates. Candidate should 
have account experience. Experience in 
AP/AR/GA preferred. Good communication 
skills. 


Pel Software Labs Pvt Ltd, Accountant, 
Delhi, 5 - 8 years, Job ID: 6278687 
Responsibilities: Manage the maintenance of all 
accounts of the company. Data entry. Manage 
service tax, make TDS details, maintain ledger, 
maintain bank ledger. 


Gitanjali Lifestyle Limited (Gitanjali 
Group), General Manager, Mumbai, 5 
-7 years, Job ID: 6842896 

Responsible for efficient & smooth 
functioning of thc accounts & finance 
department, import & exports department, 
human resources, purchase department and 
more. 


Business Process Outsourcing (India) 
Private Limited, Accountant, 
Bangalore, 3 - 7 years, Job ID: 6848244 
Looking for a team leader with 4-7 years of 
experience in accounting. Experience in 
general ledger is preferred. Good 
communication skills and accounting 


knowledge. 


or 


Login & access your Monster account through your GPRS - enabled mobile. 


email us at sales 


Kritikal Solutions (P) Ltd, Finance 
Manager, Delhi, Noida, 4 - 12 years, 
Job ID: 6847407 

Duties: To ensure timely and quality financial 
reports being submitted to corporate and 
compliance of group accounting policies and 
all external reporting requirements. 


IVRCL Infrastructures & Projects Ltd, 
Manager/ Officer - Accounts, Kolkata, 
3-13 years, Job ID: 6846315 

Candidate should be a B.Com graduate with 
and should have good knowledge In MS- 
Office. Should be able to work on project sites. 


Mccoy Silicones Ltd, Accounts 
Executive, Delhi, 2 - 3 years, Job ID: 
6649276 

Responsible for data entry of all vouchers 
(bank, cash, sale, purchase). Responsible for 
Bank Reconciliation. Responsible for 
preparing cheques & vouchers. 


Spectral, Accounts Receivables - Team 
Leader, Delhi, Gurgaon, 4 - 5 years, 
Job ID: 6801427 

Role: Team Handling, Supervises and 
coordinates all AR activities such as cash 
application, credit check, dunning letters. 


BMC Software, Financial Information 
Systems Analyst, India, 3-5 years, Job 
ID: 6849167 

He/She must have experience with financial 
business data, consolidations & reporting, 
month-end close process. Must understand 
the financial systems, data sources and more. 


Employers - To buy Monster products and services 


Call us at | 800-419-6666 


monsterindia.com 





Log on to www.monsterindia.con 
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For the fastest, easiest and most 
economical way to get to the 
perfect resume, call us or visit 

www.monster.com. We'll get you 
the right candidate, 


monster.com 


No matter what 


Jobs Í oday 


Careers with Finolex J-Power Systems 


(J-Power Systems : A joint venture between Hitachi Cable, Japan & Sumitomo Electric Industries, Japan) 





Finolex, with a group turnover in excess of Rs. 4000 crores, is one of India's fastest growing Groups with strong brand equity and continue to be the 
market leader in the field of Electrical and Communication Cables. 

We are setting up a Joint Venture project near Pune to manufacture XLPE Power Cables up to 500 kVA in collaboration with J-Power Systems 
Corporation, Japan. 

J-Power Systems Corporation, Japan, is a joint venture company established by Hitachi Cable Ltd., Japan and Sumitomo Electric Industries Ltd., 
Japan. They are the leaders in research, development, design, manufacturing, installation and export of electric power cables and accessories, 
overhead power transmission lines and related systems. 

To set up and lead this Joint Venture project we are offering challenging opportunities for the dynamic and result oriented professionals. We're looking 
for following positions: 


Managing Director 
Qualification: Engineer Graduate with MBA 


Requirements: Prospective candidate shall be a proven Business Leader with a demonstrable track record of more than 15 years, gained in a 
manufacturing organization with a turnover of Rs. 500 crores or more. You will be an Engineer Graduate from IIT / reputed engineering college 
with MBA and a natural inspirational leader with exceptional interpersonal skills. Key responsibilities will include developing and deploying a 


business strategy that delivers market growth and penetration; managing the business operations. Age not more than 45 years. 


Chief Finance Officer 
Qualification: CA 
Requirements: 


๑ Heading Finance function of medium scale organization for at least 
5 years 


» Experience in treasury function, setting up strong accounting 
systems, business plans preparation and setting up best 
management accounting practices to monitor plan vs. actual 


» Hands on working experience in ERP environment, preferably SAP 
» Deep knowledge of Direct and Indirect Taxes 

» Exposure to SOX requirement on internal control 

+ Strong analytical abilities and business sense 


President - Commercial 

Qualification: Engineering Graduate with MBA (Material 
Management) 

Requirements: 


Heading purchase / commercial function of medium scale 
organization for the last 5 years 


Experience in setting up Purchasing function with modern 
practices 


Experience in buying commodities, entering long term and forward 
commodity contracts in order to maximize price benefits. Should 
also have experience in ERP environment, preferably SAP 


Previous experience in Cable industry preferred 

Strong experience in supplier management and negotiation skills 
Strong knowledge of import process, DGFT and duty free license 
management 

Vice President - Sales and Marketing 


Qualification: Engineering Graduate with MBA (Marketing 
Management) 


Requirements: 

» Currently heading marketing of medium scale organization 

» Experience in high voltage cable industry is highly preferred 

» Strong background in dealing with Govt. agencies and electricity 
boards 

» Experience in project sales, contract site management and small 
size project execution winning the business through tender 
process 

+ Experience in contract negotiations 

» Exposure to marketing and communication, market survey and 
analysis 

» Strong analytical ability, communication skills and relationship 
builder 


Vice President - Operations 

Qualification: Engineering Graduate with MBA (Operations 
Management) 

Requirements: 


๑ Heading manufacturing / operations of medium scale organization 
for the last 5 years 


» Previous experience in high voltage cable manufacturing preferred 

» A strong leader with exceptional ability to communicate with 
people 

» Hands on shop floor person and result oriented approach 

» Experience in modern process quality techniques 

« Exposure to KAIZEN, 5S and LEAN methodologies 


๑ Experience in heavy duty machinery maintenance with 
sophisticated maintenance processes and tools 

» Experience in production planning and best practices of Inventory 
management 


Vice President - HR 


Qualification: Graduate with MBA (Personnel Management) 
Requirements: 


» Heading HR function of medium scale organization for the last 
5 years 

๑ Experience in setting up HR function with modern practices and 

strong training programs 

Experience in close liaison with Govt. authorities and handling 

IR issues, union negotiations 


Experience in setting up strong Health and Safety practices 
according to ISO 14000 


Exposure to CSR activities 


Person should have excellent communication skills, flair for 
people, strong team player and hands on approach 


Interested professionals may send their CVs in confidence to : 
Managing Director, Finolex Cables Ltd, 26/27, 

Pune - Mumbai Road, Pimpri, Pune 411 018 

Or may send on md@finolex.com 

Information submitted by the applicants will be treated as 
"Strictly Confidential". 
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Beyond Central Banking 


Dr Rakesh Mohan's Monetary Policy in a Globalized Economy combines a 
policymaker's know-how with a scholar's precision, says RANA KAPOOR. 


UCH HAS BEEN WRITTEN ABOUT THE 
current global crisis and the dilem- 


mas it presents policymakers, com- 
mentators and market players with. However, 
when you combine a policymaker's hands-on 
experience with an academician's deep ana- 
lytical rigour, you create a scholarly delight. 

Dr Rakesh Mohan, Deputy Governor 
of the Reserve Bank of India (RBI), needs no 
introduction—his rich international expe- 
rience and repute as a central banker speak 
for themselves. However, in the current 
context, his work goes beyond the premise of 
the central banker as he dwells 
not just on the conduct of 
monetary policy but also 
stylises a lucid examination of 
two broad themes—the evolu- 
tion of banking & finance and 
the evolution of monetary pol- 
icy & central banking. What 
sets this collection of essays 
apart is "a practitioner's 
view"—an economist's take on 
what should be, with an ins- 
ider's perspective on what 
works. He takes a well- 
structured approach to docu- 
menting structural and sectoral 
policy options while laying the 
groundwork for what lies untapped. 

In terms of structural drivers, India's fun- 
damentals remain intact. Credit growth is 
expected to remain fairly strong on relatively 
lower credit penetration and higher growth 
vis-à-vis other emerging markets, and there is 
no systemic supply constraint on the avail- 
ability of financial resources with high private 
savings. Dr Mohan appropriately highlights 
the need to channelise these resources effi- 
ciently and effectively by way of knowledge- 
based banking, information management, 
and securitisation of corporate lending. 

There exists a potential for developing ins- 
titutional intermediaries to tap retail funds just 
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PRICE: Rs 795 


as for bond market development. However, 
banking institutions will remain crucial in 
the foreseeable future while recognising the 
greater role for markets in industrial financ- 
ing. Even as industry may see some tempo- 
rary disruptions as the full effect of the cur- 
rent global crisis pans out, the agrarian-based 
nature of our economy provides us with the 
other big opportunity. This, as Dr Mohan 
rightly points, lies latent in improving agri- 
cultural credit and revitalising cooperative 
credit. There is an urgent need to improve 
rural infrastructure—mainly agri-business 
and supply chains to help expe- 
dite rural and agrarian develop- 
ment and strengthen risk appraisal 
and risk management strategies in 
the agricultural sector. 

These are unusual times; the 
world has not seen such rapid ero- 
sion of wealth and loss of senti- 
ment in such a short span ever. 
However, as Dr Mohan indicates, 
this presents us with a unique opp- 
ortunity to sit back and reflect on 
what went wrong, what are the 
right lessons for the future. In such 
a context, the Indian case stands 
out as one of resilience and stabil- 
ity amidst turmoil wherein trans- 
formation in the conduct of policy has not 
only fostered growth but also anchored it, 
propelling it from the Hindu rate of growth 
of 3.5 per cent before 1991 to the consensus 
5.5-6.5per cent, even in times of stress. 
However, the RB/'s role in piloting the India 
growth story in the context of increasing 
globalisation cannot be ignored. As 
Dr Mohan's writings underline, a *wait and 
watch' approach has worked and monetary 
policy has been effective in balancing infla- 
tion with high growth while ensuring fin- 
ancial stability. = 

Rana Kapoor is Founder, 
Managing Director & CEO of YES Bank 








Enough. 

by John C. Bogle 

John Wiley & Sons, Inc. 
Pages: 276 

Price: Rs 1,250 

Ace investor John 
Bogle—Founder of 
the Vanguard Mutual 
Fund Group—explores 
a world, which, he 
thinks, has too much 
speculation and not 
enough investment; a 
world which focusses 
on charisma and wealth 
instead of character 
and wisdom. 





Foreign 


by Mark Mobius 

John Wiley & Sons (Asia) 
Pages: 211 

Price: Rs 1,100 

Mark Mobius, the quru 
of emerging markets 
investing, gives the 
novice investor a 
thorough introduction 
to foreign exchange. 
This includes the history 
of foreign exchange, 
the origins of paper 
money, the role of 
foreign exchange and 
how countries pick their 
exchange rate regimes. 
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Back of the book 


Trash to Cash 


ITC's wealth out of waste (WoW) programme shows how a simple habit change 
can significantly benefit the company, the society and the country. N. MADHAVAN 
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Cash at the doorstep: AGPICKING, ONE WOULD waste paper is a key raw material. They 
WOW workers assume, is the last area a cor- import around 4.6 million tonne from 
collecting segregated porate would want to foray Europe and the US every year at a cost of 


solid waste from 


residents in Hyderabad 
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into. But for mc, which had in 
the past entered unorganised 
businesses such as manufacturing. match 
sticks and incense sticks, it is a potential 
gold mine. Consider this: for 80 per 
cent of the 630 paper mills in India, 
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$750 million (Rs 3,750 crore). But what 
turns this perfectly normal business action 
into a colossal waste is the fact that of the 
8.5 million tonne of paper consumed 
every year in the country, only 1.4 mil- 
lion tonne get recycled back to the 


industry. Over 7 million tonne of 
waste paper, almost 1.5 times 
of what is imported, find their 
way into landfills and is perma- 
nently lost. 

"We don't believe in at source 
segregation of recyclable waste. 
Every type of waste—be it paper, 
metal, plastics, food and other wet 
contaminants—is put in the same 
dustbin and is rendered unrecy- 
clable. As a result, waste paper rec- 
overy level in India is a poor 14 
per cent compared to 70 per cent in 
Europe and the us. The same can be 
said about other waste such as met- 
als and plastics," says Jogarao 
Bhamidipati, Vice President, rrc, 
Paperboards and Specialty Papers 
Division, and Head, Wealth out of 
Waste (WOW) Initiative. 

ITC launched wow in April 
2007 to inculcate the habit of seg- 
regating waste and increasing the 
level of recycling garbage. ^wow 
is a perfect example of ITC’s triple 
bottom line approach of economic 
viability, social responsibility and 
environmental impact," says 
Bhamidipati. The Initiative works 
like this: rTC provides every house- 
hold in a chosen locality with a 
bag to put all the solid waste, inc- 
luding paper, metal and plastics. 
The kitchen and other wet waste 
are kept separately for disposal by 
municipal authorities. Once in 
10-15 days, wow team visit the 
households and collect the recy- 
clable waste after paying Rs 4 per 
kg of paper and Rs 2 per kg for 
plastics and metals. The garbage 
so collected is then transported to 
the junkyard where it is segregated 
and sent for re-use. The paper 
waste is baled and sent to ITC’s 
reprocessing plants. 

What began as a pilot project 
in Hyderabad less than two years 
ago has now spread to 15 munici- 
palities in Andhra Pradesh. In Tamil 
Nadu, a pilot project is on in 
Coimbatore involving 5,000 houses. 


In Bangalore, 30 rr com- 

panies are a part in this ini- 
tiative. Waste collection has 
touched 600 tonne per month and 
165 employees are involved with 
the initiative. ITC, which has begun 
to partner with Ramky Enviro Eng- 
ineers—India’s largest waste man- 
agement company—for the initiative 
is targeting collection of 2,000 
tonne in 2009-10. “The response 
from people to this initiative has 
been enthusiastic wherever we have 
launched it," says Bhamidipati. 

It has also caught the attention 
of policy makers. Andhra Pradesh 
government wants the company to 
roll out the programme across the 
state. Chennai Corporation has 
asked the company to commence 
operations in two localities in the 
city. Ministry of Urban Dev- 
elopment wants ITC to replicate 
WoW in 52 municipalities across 
the country for which it has pro- 
vided funds for solid waste man- 
agement under Jawaharlal Nehru 
National Urban Renewal Mission. 
The company, for its part, plans to 
scale up its presence in Andhra 
Pradesh to 52 municipalities, - 
expand operations in Coimbatore 
and start pilot projects in Chennai, 
Madurai, Thiruvananthapuram and 
Kochi in 2009-10. 

The interest the project has gen- 
erated is understandable considering 
that it benefits all the stakeholders 
involved and not to mention, the 
environment. “No one throws waste 
outside, not even a bit of paper. 
Housewives are happy that they 
get money for the waste they nor- 
mally throw away. The streets are 
also clean. We want to extend wow 
to cover the entire city,” says R.R. 
Balasundaram, Honorary Secretary, 
Residents Awareness Association 
of Coimbatore, an NGO run by citi- 
zens of Coimbatore to bring aware- 
ness among the city’s residents about 
comfortable living. 

On an average, 30 per cent of 























WoW!! 


Wealth out of waste 
programme benefits 
all stakeholders. 


People: Extra income, as they 
get paid at their door step Rs 4 


a kg for paper and Rs 2 per kg 
for plastics and metals 


ITC: Access to raw material 
locally that is cheaper by 
Rs 1,000 per tonne 


Municipalities: A 30 per cent 
reduction in solid waste 
generation. Could save as much 
as Rs 30 crore a year or more 
in collecting and transporting 
waste to landfills 


Government: Communicable 
diseases decline. Disasters like 
the Mumbai floods in July 2005 
can be avoided as plastics and 
other solid waste will no more 
choke the drains 


Environment: Higher waste 
recovery means lesser use of 
natural resources. Higher 
paper recovery leads to 
enhanced greenery 
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Paper Work 


WHAT INDIA DOES 
e Consumes 8.50 million tonne 
of paper annually 


€ Fells 17 trees and consumes 
7,000 gallons of water for every 
tonne of paper produced 


e Imports 4.6 million tonne of 
waste paper worth $750 million 
from Europe and the US for 
paper production 


WHAT IT DOESN'T 


€ Recycle paper effectively. Used 
paper recovery rate is just 1476 as 
against 70% in the US and Europe 


€ Segregate waste at source. 
This results in about 7 million 
tonne of paper waste ending 
up in landfills 


eBy 2025, India's paper 
consumption is estimated at 
26 million tonne 


eTo meet that demand, at 
current recovery rate, it would 
mean cutting over 300 million 
trees and consuming 100 
billion gallons of water 





the waste generated—cities do 
generate large quantum of waste 
every day (see Wasted Waste)—is 
recyclable. Implementing WoW 
means a 30 per cent reduction in 
waste handling and related costs. 
Hyderabad municipality, for ins- 
tance, spends Rs 10 crore every 
month for handling waste. A 30 
per cent reduction in garbage vol- 
ume leads to Rs 3 crore saving per 
month or Rs 36 crore a year. So 
municipalities are naturally int- 


Jogarao Bhamidipati: Mainstreaming ragpicking 


erested. There are other benefits as 
well. *In most cities, landfills are 
fast filling up and identifying a 
new site is difficult due to NIMBY 
(not in my backyard) syndrome. 
A 30 per cent reduction in garbage 
would mean a longer life for ex- 
isting landfills," says Rajesh 
Lakhoni, Commissioner, Chennai 
Corporation. 

Segregation and recycling of 
waste (especially plastic) has pre- 
vented drains from getting choked. 
This has led to better sanitation 
and fewer diseases. “Within two 
months of implementation of WOW 
in Eluru, Andhra Pradesh, we not- 
iced a significant drop in commu- 
nicable diseases," says Khader Saheb, 
former Commissioner, Eluru 
Municipal Corporation. He has rec- 
ently joined the WoW project in 
Andhra Pradesh. 

For ITC, the waste paper col- 
lected by wow is a crucial raw ma- 
terial—Rs 1,000 per tonne cheaper. 

The environment is the biggest 
beneficiary. Every tonne of recy- 
cled paper prevents 17 trees from 
being felled and saves 7,000 
gallons of water. This means 
more greenery and improved 
rainfall. Similarly, production of 
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plastics, steel, aluminium and cop- 
per substantially impacts the nat- 
ural resources. 

If at all someone has been 
hurt by wow, it is the ragpickers 
and scrap dealers. But for this, too, 
there is a way out. Every town of 
50,000 households requires 
employment of 50 indirect labours 
under wow. ITC has offered them 
the employment, thus ending what- 
ever little resistance the project trig- 
gered initially. 

Considering the benefits wow 
generates, ITC is working with 
Indian Paper Mills Association 
(IPMA) to get other paper mills to 
take up this initiative. “Our aim 
is to attain waste paper recovery 
level of 70 per cent as in devel- 
oped countries in next 10-15 
years," says Bhamidipati. Time is, 
indeed, running out. India's paper 
consumption is estimated at 
26 million tonne (currently 
8.5 million tonne) by 2025. 
To meet this demand, at existing 
waste paper recovery rates, more 
than 300 million trees need to be 
cut and additional 100 billion gal- 
lons of water will have to be con- 
sumed. The consequences of which 
could well be imagined. 8 
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bt printed circuit 


Berry Picking 





We tried out the new BlackBerry Bold from Research in Motion (RIM) a few months 
ago.Now we try out its three brand-new smaller siblings. KUSHAN MITRA 


HERE ARE SOME SERIOUS BLACKBERRY ADDICTS IN 

India. Vijay Mallya totes BlackBerry's new Bold. 

Within days of the new Curve, Flip and Storm 
being launched, thousands of people bought those 
devices. So are they any good? 

Well, we've used the Bold and it's big, bulky, pow- 
erful but too expensive. For the Flip, we'll take the word 
of Jamal Shaikh, Editor, Men's Health, who loves the 
device but says the battery could be better. For the 8900 
Curve, we'll use the verdict of Rohit Saran, Editor of 
your magazine, who bought the device within days of 
its release. And guess what? He loves it. 

What about the BlackBerry Storm? The Storm, 
literally created a storm at the time of its launch on 
Vodafone UK and Verizon Wireless in the Us with the 
units selling out in hours. Formula One Champion 
Lewis Hamilton totes his in adverts. Yet, the army of 
America's tech reviewers, including Walt Mossberg 
and David Pogue, found the device unwieldy, the 
"tactile" touch interface clunky and the device not a 
match on the other touch devices out there. 

Yet, despite the verdict, the device continues to 
sell well. Why? We used a Storm for a few days to 


figure out. Head-to-head, the Apple iPhone is nicer to 
look at and easier to use. But the Storm is an optimised 
e-mail device. However, I’m not a big fan of touch 
interfaces and the Storm's *soft" keyboard could be 
better. If you want enterprise quality e-mail and a de- 
cent touch interface along with a good operating system, 
the Storm is essentially your only choice if you are a pri- 
vate user. Some Windows Mobile devices work well, 
but the ease with which you can configure multiple 
e-mail accounts on the Storm is still far easier. 

| didn't fall in love with the Storm, but maybe, as 1 
use it more, I might like it more—by the admission of 
a Research in Motion (RIM) spokesperson, the Storm has 
a moderate learning curve. With the iPhone, though, 
even an idiot can learn to use it within minutes. It’s 
possible that the handset I received was an early 
evaluation piece that hadn't been loaded with the 
latest operating system from RIM. The Storm is not 
exactly the cheapest touch-screen handset, but it costs 
Rs 7,000 less than the iPhone at Rs 27,900. However, 
it is a Vodafone exclusive in India as of now. But 
given a choice of the four new handsets, I would 
plumb for the Curve 8900. Nice size, nice keyboard, 
rather nice overall. But, as they say, to each their own. 

RIM has also recast its distribution strategy to 


» BlackBerry Curve 8900 


Screen: 2.44 inches, 480x360 pixels 


Connectivity: Quadband GSM, EDGE, 
Bluetooth 2.0, GPS, Wi-Fi 


Size/Weight: 109x60x13.5mm/110 gms 


Price: Rs 27,990 
(Airtel, Reliance, Vodafone) 


make the devices more easily available—BlackBerry 
devices will be retailed at mobile outlets in nine 
cities that will also sell certified accessories. This 
helps because service providers' outlets are usually 
packed with people complaining or paying their 
bills. At the same time, following Idea's tie-up with 
RIM, every major private telecom operator now offers 
BlackBerry services in India. 
What you will not see 

from RIM, though, are 

"BlackBerry 

Zones", such as the 
large handset makers 
have. But what you 
might see is a lot more 
BlackBerry devices. m 


A < BlackBerry Flip 8200 
"Screen: 2.6 inches, 240x320 pixels 


Connectivity: Quadband GSM, EDGE, 
Bluetooth 2.0, GPS, Wi-Fi 


Size/Weight: 101x50x17.5mm/102 gms 
Price: Rs 21,990 (Airtel, Vodafone) 


BT's Verdict: Capable device, but can't help 
but feel that it is targeted at the glitterati! 






BT's Verdict: The best of the lot. Not 
too big, not too heavy and not too 
expensive but very, very good! 














« BlackBerry Storm 
À Screen: 3.25 inches, 480x360 pixels 


Connectivity: CDMA EV-DO, Quadband 
\ GSM HSDPAVEDGE, Bluetooth 2.0, GPS 
X 


จ Size/Weight: 12.5x62x14mm/155 gms 
D. Price: Rs 27,900 (Vodafone) 


BT's Verdict: Far from perfect, 
especially without Wi-Fi, but gives a 
decent touch experience. 


bt treadmill 





U JOINED A GYM IN JAN AND 

Y promised yourself that 2009 

would be your fittest year 

ever. But just two weeks later, your 

resolve dwindled and the gym 
became a distant memory. 

Don't worry! For, according to 
a survey, you are just a small part of 
the 88 per cent of gym-goers who 
lose their resolve before the end 
of Month One (Another 9 per cent 
lose it by Month Three). 

Helping you keep this 
insalubrious record going are daily 
excuses, some lame, others un- 
derstandable. We listed out some 
of these dubious reasons, then 
asked Men's Healtb experts to 
pick the ones that were legitimate. 
They found four: You're sore, 
you're sick, you're exhausted, or 
you're hurt! 

For the rest, we've put down 
ways to keep those excuses at bay. 
Read on... 

1. “I have no time!” 
Combine things you do anyway 


A Quicker Way to Burn Fat 


No More Excuses! 


with athletics. Walk to business 
meetings, go for a swim with your 
date, take a spin class to bond with 
friends, or simply, take your fam- 
ily hiking for the weekend. 

2. “I pack my gym back and then 
the game starts on TV." 

Get Tata Sky Plus. Or any other Tv 
on demand service. Tell yourself 
you're going to do just half of your 
regular routine. Once at the gym, 
chances are you'll end up doing 
your full workout! 

3. "I don't want to spend Rs 2,000 
per month on a gym membership." 
Don't. Negotiate a discount or get 
yourself a trial membership. With 
gyms cropping up around every 
street corner, this should be easy. 
4. “I never see results!” 

May be you’re not looking in the 
right places. Measure your waist 
and your weight. Write them 
down. Then measure again after a 
week or two. Celebrate even the 
smallest sign of progress. Muscles 
appear as fat melts. 


5. “Four weeks, and no change in 
waistline or weight!” 

Whether you see results or not, 
you're strengthening your joints 
and connective tissues, which 
means you're laying down a foun- 
dation for future muscle growth. 
Just don't give up! 

6. "I have no energy." 

Eat. You need the fuel. An active 
person needs up to 1,000 calories 
more than an inactive guy. 

7. "I always get hurt." 

This happens when one doesn't 
concentrate on form. Use light 
weights and max out repetitions. 
Increase weights 5 pounds at a 
time. And don't forget to use a 
spotter. 

8. "I don't want to look stupid 
trying to use those space age 
machines!" 

Approach new machines with 
enthusiasm. Read the placard, ask 
a trainer for assistance, and give it 
a shot. Nobody's looking... 
Honest! 


At home, you flick between The Workout out portion, and about 3 for Warm-up 

201 channels on your new DTH Try this 20-minute high- the warm-up and cooldown. m Bike: 5 mins 
service. At a buffet, you sample intensity workout that will bum Stay within your perceived Workout 

five different desserts. So why, up to 50 percent more calories X intensity level. m Jump rope: 3 mins 


at the gym, do you sweat all 
over the same piece of cardio- 
vascular equipment for your 
whole workout? Instead, try 
switching machines with this 
routine put together by MH 
expert Micheal Meija, C.S.C.S. 
to see quicker results. 





than your regular 
cardiovascular exercise. 
On a scale of 1 to 10 
(1=Couch, 10=Sprint), 
choose an 
intensity of 
about 7 to 9 
for the work- 
















m Treadmill: 5 mins 

m Bike: 3 mins 

m Rowing machine: 5 mins 
m Jump rope 

(or cross trainer, 
if available): 
3 mins 
Cooldown 
m Bike: 5 mins 






JAMAL SHAIKH 


Jamal Shaikh is Editor, Men's Health. You may write in to him at jamal.shaikh@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers should exercise 
caution and consult a physician before attempting to follow any of these 
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(From L to R): Ashish Aggarwal, Riaz Batlivala, 
Yohan Pedder, Rahul Divan 





WORLD THE WORLD CORPORATE GOLF CHALLENGE 
CORPORATE 
m, The TAKE Solutions World Corporate Golf Challenge-India, is the official Indian qualifyin; 
tournament to select the Indian team for the World Final. This year's regional tournaments wert 
Official qualifier for the held in Bangalore, Delhi and Mumbai with a national final contested by the top two teams from eacl 


Wor!d Corporate Gol! Choltenge 


city at Aamby Valley Golf Course. The winning Indian team will represent India at The World Final: 
www.takesolutionswege.com — ofthe World Corporate Golf Challenge, June 29-July 3rd, 09 at the La Manga Club, Spain. 


A T A K E TAKE SOLUTIONS is a leading international business technology company with products backer 
Z ` CARA. A by a strong domain expertise in Life Sciences and Supply Chain Management. With solutions anı 
technology expertise in Business intelligence and Business Process Management, TAKE's tracl 
www.takesolutions.com record in delivering world-class solutions throughout global markets is well proven. Technologica 
innovations have always been the driving force of the company, which in turn helps TAKE' 

customers achieve consistent growth in business. 


Promoted By 


M. 


www.rishinaraingolf.com 
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PRO-AM OF CHAMPIONS 2009 


Tryst with Champions 


India's corporate leaders called the shots along with the country's top pro golfers at 
the 14th Business Today-Honda Pro-Am of Champions 2009. MERA ] SHAH 


S A LEVELLER, GOLF MAKES NO DISTINCTIONS, AND 

to those afflicted by an unyielding passion to im- 

prove at this hard and often frustrating game, the 
pursuit is nothing less than a microcosm of life. Fraught 
with pitfalls and setbacks but stacked on the promise of 
an elusive success, which, in the end, will make it 
well worth the effort. This unflinching optimism was 
in the air on a sunny weekend at the rrc Classic Golf 
Resort, Gurgaon, when the movers and shakers of 
India Inc. and the biggest names on the professional golf 
circuit teed it up in the Business Today-Honda Pro-Am 
of Champions 2009 National Finals. 

For the 14th time in 
as many years, the only 
Pro-Am on the pro cir- 
cuit came to town for 
two days of golf, busi- 
ness networking and 
mirth, Blame it on the 
economic slowdown or 
attribute it to the electric 
presence of a pro in 
every fourball—the fo- 
cus was positively on 
the golf. Primed for the 
pros, the Classic Golf 
Resort presented slick 
greens and finely mani- 
cured fairways. “We've 
prepared the course for 


Ashok Kumar, pro, teeing off... 
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C Muniyappa topped the pros 


the pros and the greens are set up much faster than 
usual," said Ravi Puri, CEO, Classic Golf Resort. As if on 
cue, the pros shot low numbers on both days with the 
amateurs following suit. 

Veteran amateur Amit Luthra, Partner, Luthra & 
Luthra, shot a sub par round on the first day and en- 
thused: “We're only talking golf this year. Great con- 
ditions and an exceptional field." Luthra wasn't ex- 
aggerating, the list of the 160 participants for the 
tournament read like a veritable roll of honour: the 
cream of corporate India and 17 of the top-20 golfers 
on the PGTI Order of Merit. Pawan Munjal, MD & 
CEO, Hero Honda 
Motors; Bharat Patel, 
Chairman, Procter & 
Gamble; Harsh Pati 
Singhania, MD, JK 
Paper; Siddharth 
Shriram, Chairman, 
SIEL; Hardeep Singh, 
Chairman, Amalga- 
mated Plantations; 
Andrew Horne, MD, 
Xerox Modicorp; 
Kaushik Dutta, 
Partner, Price Water- 
house; R.C. Bhargava, 
Chairman, Maruti 
Suzuki; S.M. Trehan, 
MD, Crompton Gre- 


aves; and Francis Moloi, High Commisioner, Embassy 
of South Africa, were amongst a stellar contingent of 
luminaries keeping pace with the pros. Mukesh 
Kumar, the current Money List leader, led the 21 pros 
participating in the tournament, which included de- 
fending champion Sanjay Kumar and the young 
Himmat Singh Rai. 

Inevitably, the economic meltdown was the only 
other topic doing the rounds besides golf. Ratan 
Jindal, Vice Chairman & Mp, Jindal Stainless, was pos- 
itive about the future. “Although the downturn is 
really bad all over the world, I don't think it will affect 
Indian golf to a large extent. We hope to see things im- 
proving in the next quarter." Not everyone was so op- 
timistic. Palmer Tompkinson, a commercial farmer 
from England, playing the tournament for the first 
time, remarked wryly: *I have as much faith in the re- 
vival of the British economy as I do in the revival of 
my golf swing!” Siddharth Shriram, Chairman, SIEL, 
spoke of better times ahead: “With so many young 
players taking to the game, golf is set for rapid growth 
in popularity and sponsorships in the future. Down the 
road, as the automotive business looks like improving 
substantially, Honda will consider building professional 
tournaments to leverage the brand.” He was sec- 
onded by Tatsuya Natsume, Director, Marketing, 
Honda SIEL. “This is our third year of association 
with this tournament and it’s a perfect platform for 
Honda to reach out to top corporates as well as pro 
golfers—both part of our target audience.” 

Not everyone had business on their mind, though, 
prompting Anil Mehra, Managing Director, India 
Today Group, to say: “Look around you, nobody is 
stressed, it’s almost like there’s no recession in golf!” 
Roy Cherian, CEO, Marketelligent, added: “It’s such 
a delight to see the pros play. I’m here just to have fun 
on the course and may pick up some tips from the 
pros to help my game.” 


Registering a Fine Win 

The BT-Pro-Am is a multi-city tourney and the National 
Finals in Delhi were preceded by regional rounds in 
Bengaluru, Mumbai and Kolkata. The tournament is 
played on a stableford format for the team competi- 
tion and strokeplay for the professional golfers. For the 
purpose of scoring, 75 per cent of the original hand- 
icap of the amateur is taken into account. In the end 
it was the in-form Bengaluru lad C. Muniyappa, who 
scorched the course with a blazing four-under 68 
on the second day to win the overall individual title 
with a tally of nine-under 135 over 36 holes to register 
a fine win. Muniyappa made the most of his opening 
round of five-under 67, which also tied with Feroz Ali 
Mollah, Rahil Gangjee and Vijay Kumar for opening 
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Tatsuya Natsume, Director (Marketing), Honda SIEL, giving award to 
Vikramjit Singh, MD, Phelps & Co, Winner of ‘Almost made it' on Day 2 


1 





Aroon Purie, Editor-in-Chief, India Today Group, felicitating 
C Muniyappa, pro, overall individual winner 





Ashish Bagga, CEO, India Today Group, felicitating Ashwan Kapoor, 
MD, Uniproducts, who won Overall Straightest Drive on Day 1 





Masahiro Takedagawa, President & CEO, Honda-SIEL 
Cars India, poses with pros 
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Rekha Purie with the Overall winning team 


day honours in the individual category. Ashok Kumar 
blitzed the course with a nine-under 63 to claim indi- 
vidual honours on the second day. Meanwhile, in the 
team category, Vikrant Chopra led his team of Rajan 
Sehgal, Director, Arrival Travels; Gurkirat Khera, 
Chairman, Snowhite Apparels; and Rajender Atwal, 
Head-catering, Air India, to an emphatic win with a 
tally of 111 stableford points. The winners earned 
themselves a three-night, four-day stay at the Cascades 
Hotel, Sun City and Table Bay Resort in Cape Town, 
as well as 13-year-old bottles of Whyte & Mackay, 
Cleveland Drivers, Raymond Weil watches and return 
air-tickets courtesy South African Airways. Muniyappa 
earned Rs 1.2 lakh for his win, while Chopra, as the 
pro in the winning team, pocketed Rs 70,000. The run- 
ners-up spot went to the team of Vijay Kumar (pro), 
Prashant Sukul, Ministry of Aviation; Rahul Maroli, 
Head Ops, Leaseplan India; and L.M. Singh, Managing 
Director, Lotus Capital, with a tally of 110 stableford 
points. The runners-up team also won a three-night, 
four-day stay at the Cascades 
Hotel, Cleveland golf bags, 
I 3-year-old bottles of Whyte & 
Mackay and return air-tickets 
courtesy South African 
Airways. Vijay Kumar earned 
Rs 40,000 for his efforts. 

In the individual stroke- 
play category, Vijay Kumar 
and Anirban Lahiri were tied 
second on eight-under 136. 
The duo pocketed Rs 65,000 
each. Rahil Gangjee, Harendra 
Gupta, and Ashok Kumar were 
tied third at seven-under 137 
and earned Rs 20,000 each. 
Ashok also made an additional 
Rs 55,000 for his second day's 
performance. Upen Roop Rai, 
Director, Indiatimes, stuck his 
iron pin high on the second 
hole to bag the “closest to the 
pin" award for the second year 


MONEY SHARMA 






The yet-to-be launched Honda Accord V 6 showcased 
exclusively at the tournament 





Siddharth Shriram poses with the hole-in-one CRV 





Rekha Purie with the Overall runners-up team 


in a row, while Param Saikia, CEO, Publicis Modem, 
with 280 yards off the tee won the *Honda longest 
drive" on the eighth hole. Deepak Talwar hit the 
tiger-line to win the “straightest drive". In an unbroken 
streak of 14 years, the hole-in-one prize went un- 
claimed. A swanky Honda CRV was up for grabs on the 
fifth hole. Vipul Hoon, General Manager, Business 
Today, made an ace with his first shot of the day on 
Sunday on the second hole where there wasn’t a prize 
for the feat. 

For those who played the gr-Pro-Am, the recession re- 
ceded, at least for those two days. Any work- 
related stress was shed like an old skin and everyone be- 
came a golfer first. Part of a level playing field where a 
good long thwack off the tee was enough to send the soul 
into a lilt. After the golf was over, the participants got to- 
gether at a glitzy award dinner at the rrc Maurya in New 
Delhi, still exchanging notes and anecdotes from the 
weekend. A visibly pleased Aseem Kapoor, Publishing 
Director, Business Today, remarked: “ Our objective with 
this event is to promote the 
game and create a rich experi- 
ence for the corporate world, 
both from a sporting point of 
view as well as business.” 

The BT-Pro-Am is pro- 
ES  moted by Business Today, part 
of The India Today Group, 
” and Honda-SIEL Cars India 
, Limited. rrc Welcomgroup 

donned the mantle of associate 
sponsors. South African 
Airways & Sun International 
(prize sponsors), UB Group 
(official liquor), Cleveland Golf 
(equipment partner), Ethos 
Summit (official time keeper 
& prize sponsor), Fitness First 
(official fitness partner) and 
Golf Digest India (official golf 
magazine) were also part of 
the event. The tournament was 
managed by Globosport. t 


—— ME 


Coming soon, Accord V6. 
im Tecnnotogy 
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Mallya, Tipu 
& the Mahatma 


AT AN AUCTION IN LONDON IN SEPTEMBER 
2003, an anonymous participant picked 
up the legendary Sword of Tipu Sultan, 
who ruled Mysore in the 18th century. 
The man's identity came to light only 
when liquor baron VIJAY MALLYA, 54, 
displayed the sword in his flamboyant 
style at a media conference six months 
later in Bangalore. Mallya did an encore 
in 2005, when he snapped up a number 
of rare Tipu items for Rs 9.5 crore. 
Now he has picked up priceless mem- 
orabilia belonging to Mahatma Gandhi 
from a New York auction house for 
Rs 9 crore. While he may gift Gandhi 
memorabilia to the government, all 
Tipu articles are with him. “The number 
of items is sufficient for a Tipu 
museum,” he says. But, for the time 





being, the museum will have to wait. All Man from Nowhere 


Tipu articles are in San Francisco, not 
yet brought into India, for reasons of 
customs duty payment. 


FOR A FIRST GENERATION ENTREPRENEUR, VIKAS RAMBAL, 42, 
Chairman, Perdaman Industries, isn’t doing too badly, if one 
considers his recent announcement of setting up a 
Rs 12,000-crore urea plant in Western Australia’s Collie reg- 
ion. The obvious questions are: who is he and where’s he 
getting so much money from? “I had earlier set up a $700- 
million (Rs 3,500-crore) ammonia gas plant, but due to cer- 
tain issues with shareholders, I sold it off,” he says. His share 
gave him enough liquidity, he says, to invest in real estate 
and stocks across the globe, which he capitalised in 2007. 
A keen sports buff (he's eyeing a stake in IPL’s Delhi 
Daredevils and Rajasthan Royals), Rambal is also 

in talks with the Government of India to sell 
urea to the country. 
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In August Company 


WHAT DOES REUBEN ABRAHAM, 35, A PROFESSOR AT THE INDIAN 
School of Business (iss), Hyderabad, have in common with 
Sachin Tendulkar, Tiger Woods and Michael Schumacher? 
Well, they have all made it to the World Economic Forum's 
list of Young Global Leaders for 2009. “It is a great honour and 
[ hope to leverage the Forum and the network that comes with 
it to spread the message of my centre and of the ISB,” says an 
evidently upbeat Abraham, who is Executive Director of the 
Centre for Emerging Markets Solutions at ISB. He also serves 
on the global board of directors of George Soros' Economic 
Development Fund. For now, though, he is in unwind mode 
and is off to South Island, New Zealand, with his wife, Petra 
Sonderegger, a Swiss national. The professor, who puts in at 
least 16 hours work each day, is surely going places! 


in India. “Every organ in the body plays a cuc function. : 
One can’t live without any... so sales is the legs and E 
arms and marketing is visible only through ads, but E 
that’s just the tip of the iceberg,” he says. Few know that = 

Kini's soaked in the very essence of his industry, having — 


worked on almost all the Coke brands for over a decade, — s 
and prior to that he’s spent time in marketing and sales - 
functions at Asian Paints and rrc. A hard-hitting squash j 
and tennis player, Kini should find his new role i i 
Atlanta—as Global Vice President for juice Marketing— - e 
only an easy game! 8 zs 


CONTRIBUTED BY K.R. BALASUBRAMANYAM, TEJEESH N.S. BEHL, 
E. KUMAR SHARMA, ANUSHA SUBRAMANIAN & 
SHAMNI PANDE 





OVA UVAVHAVAd V 


Soap Queen 


HER TEAM HAS GIVEN $AAS-BAHU SOAPS A 
run for their money with bold program- 
ming concepts. ASHVINI YARDI, 36, heads 
programming for Colors, which is cur- 
rently a close #2, right behind STAR Plus 
and is raring to take on the numero uno 
position. Ask Yardi about her recipe for 
success and she says: “Our aim is to look 
for good, original and refreshing con- 
cepts that will create talking points for au- 
diences even after the episode ends." 
Yardi, who recently bagged the Media 
Personality of the Year award at India 
Today Woman's Summit, credits her suc- 
cess to her 14-vear stint at Zee TV. When 
she's not thinking of new concepts and 
show formats, Yardi likes to spend all 
her time with her four-year-old son Vivan. 
That's one hands-on 

superwoman, 


indeed. 
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bt political leadership spotlight Vol. 18, No. 


Lights, Camera, Inaction 


Just before the announcement of election dates, a few UPA ministers 
blew Rs 300 crore on an ad blitz tom-tomming their achievements— 

a few honest, most imaginary. BT presents a tongue-in-cheek Claim- 
Achievement Index with titles borrowed from Hollywood. PUJA MEHRA 


NOTES ONA 
SCANDAL 


A. Raja, Telecom Minister 


The Department of Telecom 
went to town with its catch 
phrase: Towering Growth. In 
reality, Raja was trying to stake 
claim to the private sector's 
achievements that are riding on 
policies laid down by his 
predecessors. Raja's claim to 
fame was to unreasonably delay 
the introduction of 3G services 
while handing out the precious 
2G spectrum at scandalously 
high losses to the exchequer. 





CLAIM 


EDWARD SCISSORHANDS 
Praful Patel, Civil Aviation Minister 


Patel hopped from one airport to another, cutting ribbons 
throughout February. He also got private and state-owned 
airlines and airport operators to fund a Rs 18-crore 


ad blitzkrieg, celebrating the aviation sector's 
success, Sadly, none of his sponsors is looking 
financially comfortable at the moment. 


CROUCHING TIGER, 
HIDDEN DRAGON 


Prem Chand Gupta, 
Company Affairs Minister 


The Competition Commission 
remained defunct during all five 
years of Gupta's tenure, that 
also saw cartels gain strength in 
the steel, airline and cement 
sectors. The Serious Frauds 
Investigation Office emerged 

a toothless tiger in the Satyam 
investigation. And yet, the 
Ministry of Company Affairs 
proclaimed: “Enabling corporate 
India to reach new horizons, 
building institutions”. 


CLAIM 





Notable absentees from the Puff Brigade: P. Chidambaram, 
Pranab Mukherjee and quite understandably—and thankfu 
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ACHIEVEMENT 





- ACHIEVEMENT 


Murli Deora, 
lly—Shivraj Patil. Ü 


THANK YOU FOR 
NOT SMOKING 


Anbumani Ramadoss, 
Health Minister 


Anbumani Ramadoss claimed 
the Rural Health Mission took 
health services to wider parts of 
rural India, even though there 
are only 7 physicians and 

9 hospital beds per 10,000 
Indians. The ratio is 

lower for rural India. The 
Health Minister, however, 
preferred to focus on spats 
with Bollywood over onscreen 
tobacco consumption. 





CLAIM 








CLAIM 
| —- 


SLUMDOG 
MILLIONAIRE 
Kumari Selja, 

Housing & Urban Poverty Alleviation Minister — 
The Ministry of Housing and 
Urban Poverty Alleviation 
advertised: "Revised. Renewed. 
Redefined. Swarna Jayanti 
Shahari Rozgar Yojna." BT 
recommends that Kumari 

Selja watch Slumdog 
Millionaire while it's 
still in the theatres for 
a reality check. QED. 
Oops ...Jai Ho! 


CLAIM 
ACHIEVEMENT " 
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A Passion to Perform. Deutsche Bank n 


1 The Asset Country Awards November 2008. 2 Asiamoney Private Banking Poll 2007 & 2008 - Deutsche Bank Private Wealth 
Management. 


For more information: www.db.com/india. | Th 
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TRANSACTIONS PER MINUTE. 


DONE. 


Introducing the world's fastest x86-64 server. The IBM System x3950 M2 with eX4 technology, 
Intel® Xeon® 7400 series processors and IBM DB2* has set a new performance record. IBM 
has built the first xB6-64 system to break the one-million-transactions-per-minute barrier'. 
It's a new standard in performance that improves efficiency and can help save money in 
transaction and database processing. Find out how it can help you keep pace in a faster 
world at www-07.ibm.com/systems/in/info/x/3850m2/index1.htm!l or call 1800 209 2050. 
STOP TALKING START DOING" 
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3.5L i-VTEC delivering 275ps 
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VCM (Variable Cylinder Management) 


As someone who has traveled far in life, you kno 
exactly what it takes to get ahead. Finally, with t 
new Accord V6, you have a car as ambitious as yc 
are. Amarvel of automobile engineering, the uniq 
VCM, with its flexible use of cylinders, maximizé 
both performance and fuel economy. So go ahea 


experience the new Accord V6 and get ready to rul 


www.hondacarindia.com 


ontrol Engine Mount) * ANC (Active Noise Control) * VSA (Vehicle Stability Assist) 
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Introducing Accord V6, 3.5L 275ps with VCM Technology. 
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When we wanted a competitive edge to our 
eCommerce portal reliancemoneymall.com, we 
opted for Microsoft Infrastructure Optimization 
solutions. With the ability to tailor promotions as 
per customer needs, compare products across 
shops, and simplified check-out, we are now able to 
pass on benefits and discounts to customers, even 
while we reduced operational expenses by 30%. 


NET RESULT: 
Increased Customer Loyalty, Lower costs. 


Set up a 


with us: 
Visit www.controlcosts.com 
SMS CONTROL to 58888 


CO NTROL Receive your copy of SUDIP BANDYOPADHYAY | Director and CEO, Reliance Mc 
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Choose Full HD. 


. Choose the Global No.1. 
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samsung High Definition LCD TV series with 2 million pixels. 


?owered by Full HD technology and renowned for their elegant design, Samsung LCD TVs are available in Series 3, 4, 5 and 6. 
cach TV will transform your living room into an extraordinary experience. Samsung LCD TVs. Design that performs. 





SERIES B. uno SERIES [S fun no SERIES (A s neady SERIES |, Ready 
Stunning Crystalline Design Slim & Pristine Design Gorgeous Wine-Inspired Design Classic & Elegant Design 
52A650 - MAP Rs. 2,85,000 46A550 - MRP Rs. 95,000 40A450 - MRP Rs. 66,000 40A330 - MRP Rs. 62,000 
46A650 - MRP Rs. 1,55,000 40A550 - MAP Rs. 71,000 37A450 - MRP Rs. 57,000 32A330 - MRP Rs. 38,000 
46A610 - MRP Rs. 1,10,000 37A550 - MRP Rs. 63,000 32A450 - MRP Rs. 42,000 

40A650 - MRP Rs. 1,05,000 32A550 - MRP Rs. 47,000 26A450 - MRP Rs. 29,500 

40A610 - MRP Rs. 79,000 22A450 - MRP Rs. 18,500 

32A650 - MRP Rs. 60,000 22A480 - MRP Rs. 20,900 
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SEEMS SAMSUNG FULL HD LCD TVs 


(MTNU/ESML) 





Corporate Office: 6th, 7th & Sth Floors, IFCI Tower, 61, Nehru Place, New Delhi 110019 Tel: 011 4151 1234. Fax: 011 4160 8818/19 Visit www.samsung comin 
"Global No.1 Source: Display Search Report. Features may vary from model to model. "Conditions Apply. Finance at the sole discretion of the finance company. 
Register your Samsung product online at www.samsung.com/in 
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From The Editor 


T'S THE BASIC LAW OF NATURE: BIG EVENTS IMPACT BIG 

entities more. So, a storm is more likely to damage a tree 

than a plant. Yet, a fundamental irony guides public per- 
ception. The consequences of big events are 
disproportionately judged by their impact solely on big in- 
stitutions. For instance, if the current economic crisis— 
which is the mother of all big events—has severely impacted 
the Tatas, the Birlas and the Ambanis, it must have crippled 
smaller businesses even more. This stands to reason. But 
everything that sounds reasonable is not always true. 

Business Today had recently profiled a few winners in 
the current downturn (issue dated March 22, 2009). 
Discerning readers would have noticed a fair representation 
of small companies in that list. Obviously, a large number 
of small companies have been able to brave the slow- 
down better than their bigger counterparts. And since 
success in today's business isn't limited to a particular 
geography, many small companies aren't just doing well in 
India but abroad, too. They are acquiring businesses in the 
Us and Europe and integrating them successfully—more suc- 
cessfully than some multi-billion dollar acquisitions done 
by large Indian companies. These are India’s global champs 
that the world knows little of. Their 
stories are inspirational and 
instructive, for they can teach the 
big companies a thing or two about 
how to make and manage global 
acquisitions. Our cover story 
(pg 46 to 58) provides the details. 

Our Special for this issue 
(Shortfalls as Opportunities, pg 
84-95) could make you wonder if 
we are being optimistic to a fault. 
At a time when the UPA government is leaving behind a 
trail of deficit in every infrastructure sector, we have 
decided to concentrate on opportunities. The reason is 
simple. When it comes to infrastructure, the opportu- 
nities missed aren't always opportunities lost. 
Infrastructure is one area where demand still far outstrips 
supply—the current downturn notwithstanding. We 
provide a snapshot of what investment avenues are 
most immediately open in five key areas. 

Opportunities are something the world's biggest 
software company, Microsoft, too, is scouting for in 
India. Having lived for almost two decades as a com- 
pany whose revenue base is disproportionately lower 
than its customer-base (about 90 per cent of its soft- 
ware used in India is pirated), the company is finally 
reworking its business strategy. We outline it on page 
66. For most businesses, elections come like a long 
pause when only business-as-usual goes on. There is 
one company for which elections do exactly the opp- 
osite—they end a five-year pause and pump up the 
business. Turn to page 150 for details. 
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LAST ISSUE APRIL 5, 2009 
RURAL OPPORTUNITIES 


India Inc.'s fascination with all things rural is 
growing and how. With urban demand stagnating 
and export demand fast vanishing, companies are 
reaching out to rural consumers with renewed 
vigour. They are encouraged by a relatively 
resilient rural demand—tuelled by rising farm 

ki produce, loan waivers, job guarantees and 
1 โอ (1 ว ร ชั ส์ แ รี generous hikes in support prices of foodgrains. 

B] Read the comprehensive package. 
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Sony's launch of the first console title developed 
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"There Is No Recession in the United States" 
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k 
TO THE RESCUE 


Jai Ho India! 

AS URBAN CONSUMERS, NECK-DEEP IN 
debt and over-their-ears in mortgage, 
are forced to embrace frugality, mar- 
keters and companies are gravitating to 
the rural consumers (BT cover, April 
5). That looks like a good bet consid- 
ering how, thanks to Tv and telephony, 
it has now become much easier to 
access the rural market. It makes good 
business sense to move to greener rural 
pastures for garnering greater market | 
share and winning new customers. 














l.S. BROCA, through e-mail 








Rural on the Rise 
YOUR REPORT IS SPOT ON IN POINTING 
that companies are eagerly beefing 
up their rural consumer insights re- 
search as urban consumers pull their 
purse strings ever tighter (BT cover, 
April 5). In contrast, rural con- 
sumers, unaffected by the gener- 
alised fears of economic turmoil 
roiling the lives of their urban coun- 
terparts are fervently embracing the 
culture of consumption. As your re- 
port says, companies are rushing to 
open their outlets in the rural market 
because that is where the dosh is. 
V.K. NAIR, through e-mail 


Staving off the Downturn 
WITH THE ECONOMIC FOG GROWING 
thicker by the day, companies are 
finding it increasingly difficult to re- 
main on their feet. Winners in the 
Downturn (BT, March 22) offered 
a much-needed shot of optimism in 
times of recessionary blues. For com- 
panies racked by the economic 
downturn, the lesson is to innovate 
and tailor one’s business response 
to the crisis even if that means taking 
a more sober view of profits. 

A. JACOB SAHAYAM, through e-mail 


IT Cos Need to Turn a New Page 

EVEN DURING THE FLUSH TIMES, 
Indian IT companies could not 
match the prodigious profits of their 
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foreign peers (Stealing the Thunder, 
BT, April 5). Instead of climbing up 
the value chain, Indian rr companies 
have, over the years, thrived on a 
business model built upon low- 
billing rates to win clients. As a 
result, their “revenue-to-employee 
strength” ratio has remained 
abysmally low. Naturally, in today’s 
prevailing climate of economic 
duress, many Indian rr companies 
are finding themselves in deep trou- 
ble. Their old mantra of undercut- 
ting prices and forcing employees to 
work off the clock (10-hour shifts 
are OK in this industry) are no longer 
proving good enough. It’s, there- 
fore, not unusual to see many 
affected rr companies wielding the 
machete by laying off employees 
and resorting to salary cuts. But 
what IT companies in India really 
need to do is rejig their business in 
favour of a more profitable and 
sustainable revenue model. 

ARJUN SIVA, through e-mail 


Dollar Denominations 

THIS IS IN REFERENCE TO YOUR ARTICLE 
Counterfeit Wars (gr, March 8). You 
mention in the story that $100 is 
the highest value of the Us currency. 
| wonder how this could be true 
when I have copies of $10,000 and 
$100,000 bills. I bring this to your 
notice because many readers like 


myself keep a record of such 
information for reference. 
N.K. MANI, through e-mail 


Our reporter clarifies: The highest- 
value bill in the us is $100. The us 
Treasury bas long stopped producing 
or distributing currency in denomi- 
nations of $500, $1,000, $5,000 
and $10,000. The largest denomi- 
nation of currency ever printed was 
the $100,000 Series 1934 Gold 
Certificate. These notes were used 
only for transactions between 
Federal Reserve Banks and were not 
circulated among the public. 


Creating Wealth from Waste 
AS A TEACHER OF BUSINESS STRATEGY 
in a B-school, I found rTC's environ- 
mental initiative highlighted in Trash 
to Cash (Br, April 5) very interesting 
to read. By lending an entrepre- 
neurial touch to an environmental 
issue, ITC is showing how companies 
can do a bang-up job of environ- 
mental projects. Their unique ini- 
tiative should provide a cue for oth- 
ers in the corporate world to move 
beyond mere declarations of envi- 
ronmental piety. 

RAJNEESH MEHRA, through e-mail 
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The Worst 
Is Yet to Come 


A government economist and a regulator 
eschew optimism to give more reasonable 
growth estimates. PUJA MEHRA 





forecasts were made last fortnight—one by 
Planning Commission member Kirit Parekh and 

the other by RBI Governor D. Subbarao. The latter has 
suggested that 2009-10 could be more challenging for the econ- 
omy than 2008-09 was. While Parekh works out a conservative 
and optimistic estimate for growth in 2009-10, Subbarao 
explains why things could actually get worse. What sets the two 
analyses apart from other growth estimates being talked about— 
besides the weight of the two forecasters' positions—are sound ar- 
guments and the clarity of the two men's thoughts. 

Subbarao doesn't give an exact time-frame for the recovery, 
though he has a definite explanation why it won't happen in a 
hurry. In New Delhi, he declared on March 26 that "growth mod- 
eration is likely to be steeper than we thought,” and that “fiscal 2009- 
10 is likely to be more challenging than 2008-09." The Governor's 
simple explanation for this is rooted in logic and arithmetic: Fiscal 
2008-09 benefitted from two quarters of growth that were not 
impacted by crises. Further, with investment demand on the decline, 
corporate margins have suffered. 


I° OFFICIAL. WELL ALMOST. TWO NEW GROWTH 


“7.4 per cent growth could be possible 
in 2009-2010 with an additional 

1 per cent of GDP public investment 
in construction” 


Kirit Parekh, Member, Planning Commission 





INSTAN TIP 


The fortnight's burning question. 


Satyam investigation is being. 


Yes. Diljeet Titus, Founder, 

Titus & Co. 

The committee appointed by the 
Centre is facing pressure from 
certain people in the Andhra 
Pradesh government who have links 
with Ramalinga Raju. This lobby is 
hampering the investigation process. 
I also feel some of those appointed 
to investigate this case are incapable 
of handling the responsibility. You 
need a high-level team of forensic 
experts who can unravel the entire 
scam quickly. Any delay will set a 
bad precedent for corporate India. 


Maybe. Vishesh C. Chandiok, 
Partner, Grant Thornton 

The regulatory response in the 
Satyam case has been satisfactory. 
It is too early to say if investigations 
have reached a dead-end. On the 
flip side, we have seen uncoordinated 
efforts by the authorities involved in 
the case. Such inefficiencies will 
have an adverse impact 

on India Inc. 


No. Harsh Pati Singhania, 
President, FICCI 

The Satyam case is quite a complex 
issue and investigations are bound 
to take time. So far, the investigating 
agencies—SEBI, Ministry of 
Corporate Affairs and SFIO—have 
been fairly proactive and are taking 
all possible measures to close the 
matter at the earliest. 


MANU KAUSHIK 
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D. Subbarao 





"Business groups and individu- 
als also tell me that the option of 
brownfield projects of the kind 
that were underway in 2008-09 is 
now exhausted," he says. 
Investment decisions that are being 
deferred are unlikely to be revived 
until the economy bounces back. 
India, he believes, cannot return 
to the growth path until the world 
economy stabilises. 

Parekh, however, says greater 
private investments in 2009-10 
can be expected if appropriate 
stimulus measures are taken. His 
calculations, made at the behest 
of Prime Minister Manmohan 
Singh, for the G-20 summit in 
London, are based on two sets of 
factors that are affecting growth in 
opposite ways: The shocks from 
the global downturn that are de- 
pressing it and the policy anti- 
dotes announced that will raise it. 


PUSH VS PULL 


Kirit Parekh's analysis shows GDP growth in 
2009-10 could be 4.7% without counter measures 
and 6.3%-7.4% with them. 


"us on 

Shock/ Policy Measure % Change DP* 

Real Export Volume 18% drop 214 

Foreign Inflows 20% drop 12'Y 

Crude Price per $20/barrel drop +0.6 À 

Private Investment 10% drop 0 v 
(396 of GDP) 

Shocks could dampen growth by -4.3 W 
Indirect Tax Cut 2.4% of GDP +08 A 
Fiscal Stimulus 1% of GDP -04 A 
NREGS Spend 0.5% of GDP +024 
Monetary Stimulus 1% of GDP +024 


Policy push could raise growth by +1.6 4 
(1) Public investment in construction 1% of GDP +2.2 (2) 
Calculations are on a base of 9% growth *in percentage points 
(1) Through foreign inflows or forex 


depletion 
(2) Even if half is realised, growth rate for 2009-10 would be 7.4% 
Source: Planning Commission 
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"Growth moderation will be steeper 
than we thought; 2009-10 will be 
more challenging than 2008-09" 


Governor, Reserve Bank of India 


The net effect, according to him, 
would be a rather low-growth rate 
of 6.3 per cent in 2009-10, which 
can be pushed up to 7.4 per cent 
with doses of public investments in 
construction (See Push vs Pull). 
The Prime Minister's Office has 
not put Parekh's paper in the 
public domain yet. 

Interestingly, neither Parekh 
nor Subbarao seem to agree with 
the popular view about India's fis- 
cal position. “If the deficit is the 
outcome of investment which will 
increase output in a short period 
and which does not create vested 
interest for continued expendi- 
ture year after year, then a high fis- 
cal deficit should pose no prob- 
lem,” says Parekh. Subbarao, who 
was the Finance Secretary before 
moving to Mint Street, is even 
more categorical: “I think the gov- 
ernment did the right thing by 
relaxing its fiscal responsibility 
targets, since an extraordinary 
situation does call for extraordi- 
nary action.” 

His list of positives include low 
rate of inflation, modest current 
account deficit, lower crude prices 
and considerable forex reserves. 
He also counts the limited wealth- 
loss effect and the normality in 
the manner of functioning of the 
financial markets despite the deep 
turmoil as positives. Parekh’s fore- 
casts for 2009-10 include: exports 
growth of 6 per cent in constant 
dollars, a 10 per cent decline or a 
20 per cent surge in foreign in- 
flows, depending on whether re- 
mittances from overseas will fall 
or Indians working abroad will 
lose jobs and return home, bringing 
back their accumulated savings 
resulting in a one-time jump. 
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The Claridges Hotels & 


India, even in a downturn. 


The group’s CEO Peter 
Leitgeb tells Dhiman 


Chattopadhyay why it’s a 


wise move. Excerpts: 


You are planning the launch of 
several new hotels. Why now? 
The real estate market may 
be down, but for those who 
have funds, this is the best 
time to invest in property. 
We are continuing with our 
expansion plans. 


Will you invest only around 
Delhi or elsewhere, too? 

Our newest hotel, The 
Claridges, Surajkund, is in 
Delhi. The two other deals 
include a business hotel in 
Bhiwadi and the massive 
Royal Polo, Golf & Spa 
Resort in Bairat—both in 
Rajasthan. We are also look- 
ing to set up business hotels 
in Kochi and Chennai. 


How do you see the hospitality 
industry performing this year? 
The outlook is very grim. 
Even for us, it will be a flat 
growth year. However, with 
the Commonwealth Games 
in 2010, we are hoping for a 
turnaround. 
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Rs v 1 lakh: tes 
an artificial heart devised 
by Indian Ir 
TCH, Kharagpur 
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5,000: The number 
who will 
ล in the US, with 
many of the jobs being 
transferred to India. 
Foreign workers account 
for 71 per cent of IBM's 
nearly 4 lakh employees 
in 2009, up from about 
65 per cent in 2006 








2.6%: The rate at which 
India's farm sector is 
expected to grow in 

2009—Ilower than the 
4.996 in 2007-08 
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Back to the ‘Hindu Rate of Growth’? 


At least 3 research reports predict a sub-5 per cent growth in '09-10 


HE GREAT INDIAN GROWTH STORY 
Tis fast losing steam. In the '80s, 
the term “Hindu Rate of Growth” 
was used to describe a very low 
growth rate of 3 to 4 per cent. Now 
after two decades of prosperity, the 
country is facing the prospect of 

seeing its growth rates decline to 
precisely those alarming levels. 

As recently as March 9, Barclays 
Capital issued a report revising 
India’s 2009-10 GDP growth forecast 
from 5.25 per cent to 4 per cent—a 
sharp 24 per cent cut. Two weeks 
later on March 18, brokerage 
house CLSA estimated the GDP at a 


Poor's) downgrade of sovereign debt 
from stable to negative, falling tax 
revenues and exploding expendi- 
ture due to populist measures. Its 
2009-10 forecast is marginally better 
at 4.6 per cent. 

On a more cautious note, ICRIER 
says things could get worse. A recent 
paper on the Indian economic outlook 
for 2008-09 says: "There's a real risk 
that the growth rate could plummet 
to the pre-1980s levels, if appropriate 
countercyclical measures are not 
immediately, followed by necessary 
structural reforms." 

Other economic indicators aren't 


A deep decline in GDP growth rate may be on 


the cards, even though only for a year. 
10 


8 Balance of (1996-97 € 


1997-98 0% 





grim 4.6 per cent. And even the 
Indian research house ICRIER 
(Indian Council for Research 
on International Economic 
Relations) says growth may be as 
low as 4.8-5.5 per cent. A few 
months ago, the economy was on 
course to achieve a minimum of 
5.8 per cent growth. 

The last time the growth rates 
dipped to 3.8 per cent was in 2002- 
03, following the dotcom bubble 
bust and 9/11 attacks. This time, 
however, the downturn is all per- 
vasive. CLSA’s prediction is gloomy. 
It says India’s financial risk has 
grown with the S&P (Standard & 





September 11 
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inspiring either. tp (Index of 
Industrial Production) growth for 
April 2008 to January 2009 was at 3 
per cent, significantly lower than 
the 8.7 per cent recorded last year. 
Besides, banks have turned cautious 
in lending and capital outflows have 
been severe. 

Not everyone, however, believes 
the picture is that grim. HSBC, for 
one, reckons that India will rebound 
in the latter half of this calendar 
year. Says Naina Lal Kidwai, 
Country Head, HSBC India: “We 
can still do better than the Hindu 
rate of growth." 
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TOP OF MIND 


Move with Your Number 


What is MNP? Mobile Number Portability gives subscribers the abil- 
ity to keep the same phone numbers when changing from one mobile 
provider to another. The subscribers mobile number and the recipi- 


these competing technologies. 


Teaching the Techies 


Tech giants are setting up ‘universities’ to train engineers and techies to suit their business needs. 


ACED WITH A SHORTAGE OF 
F talent across segments such as 
software testing, storage and net- 
working, many multinational 
tech giants are setting up soft- 
ware universities or academies 
to fill specific skills gap. 

The latest to join this list is 
Hewlett-Packard, which has tied 
up with the Indian Institute of 
Hardware Technology (IIHT) to 
train techies in software test- 
ing, which is growing at 56 per 
cent annually and is expected to 
become a $13-billion market 
by 2010. *Over $380 million 
is spent each year on training. 
We are looking at over 10,000 
aspirants to be trained in the 
first year," says Roy Chermana, 
Director, HP Software 
Education, Hewlett-Packard 
Asia Pacific & Japan. 

Others have already jumped 
into this market. Storage giant 
EMC, for example, launched 
EMC Academic Alliance in April 
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From the Ground Up 


m Despite a seemingly vast pool of talent, 
the IT industry faces critical shortage in 
key areas 


m MNC tech firms are outsourcing training 
to both training institutes and academic 
institutions 


m The certifications are globally valid, making 
them much sought-after outside India, too 


m Companies have ambitious plans for these 
academies; HP for instance, plans to train 
25,000 people in software testing by 2010 
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ent’s network ID are paired and updated in a centralised database. 


Who will provide number portability? Two companies—Telecordia and 
Syniverse—have been selected to provide the technology for MNP. 


Will it be applicable across both GSM and CDMA networks? Yes, but 
you will probably need to change your handset when switching across 


When will it become operational? Within six months from the award 
of licence in Metro cities and within a year in other cities. 


Will subscribers need to pay a fee? Some countries levy a charge. In 
India, this is one of the issues still under discussion. 


RAHUL SACHITANAND 


2006, to bridge the skill gap 
in the information infrastructure 
market. 

Networking giant Cisco also 
has the Cisco Networking 
Academy Programme. “It is 
spread across 23 states and 
Union Territories,” says Lokesh 
Mehra, Manager-Corporate 
Responsibility, Cisco South Asia. 

The company has recently 
launched two other initia- 
tives—Learning@Cisco and the 
Global Talent Acceleration 
Programme, to support the 
firm’s plan to develop India into 
a hub for many of its activities. 

“Organisations have to not 
only store information but also 
archive it on a regular basis. 
This calls for specialised skill 
sets which are simply not avail- 
able in the market today,” says 
Krishna Kant, Senior 
Programme Manager, EM¢ 
Academic Alliance Programme. 

RAHUL SACHITANAND 
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Hitting an Air Pocket 


Belt tightening by many foreign airlines has resulted in 
a sharp drop in international flights to and from India. 


HE GLOBAL ECONOMIC TURMOIL 

has hit the aviation sector 
hard. While in 2008 airlines were 
queuing up to launch flights to 
and from India, in 2009 they are 
scaling back. Foo Chai Woo, 
Country Manager, Singapore 
Airlines, explains that this is not 
due to any particular problems 
with India but as a result of the 
global slowdown. “Singapore 


— 











deploy aircraft on loss-making 
routes,” he says. Even Jet Airways 
has cancelled flights on its busy 
Mumbai-Shanghai-San Francisco 
route because of lack of passengers. 

*Many Indian passengers, who 
travelled with us, flew onto other 
countries such as Australia, China 
and the us. Even that traffic has de- 
clined sharply," says Woo. But he 
adds that airlines are offering pro- 


Grounded by the Downturn 


Airlines that have cancelled or postponed flights. 


E Shanghai-San Francisco CANCELLED 
Jet Airways Bangalore-Brussels CANCELLED 
[amelie Calicut-Doha CANCELLED 

Kingfisher Airlines Launch of Mumbai-Singapore POSTPONED 
Launch of Mumbai-Hong Kong POSTPONE 

Singapore Airlines Amritsar-Singapore CANCE 
Delhi-Singapore, Mumbai-Singapore REDUCED 
Hyd-Singapore, Ahd-Singapore 

Finnair ค ศา ร า ร า ค ว ค ดี | Mumbai Helsinki SUSPENDED 

Virgin Atlantic Wii atiantic | Mumbai-Heathrow (from May ^ SUSPENDED 


ANA ANA & | Mumbai-Narita (Tokyo) REDUCED 


British Airways 


Airlines is cutting back services by 
about 11 per cent across all routes 
and our Indian cutbacks reflect 
this overall decline,” he says. 

A spokesperson from 
Kingfisher Airlines clarifies that 
even during the good times routes 
took six to 10 months to stabilise. 
"Right now it would take much 
longer, mavbe even two years, 
and it is far too expensive to 


BRITISH ล พ ล ร =| Kolkata-Heathrow 


motional fares to get Indians flying 
again. "Indians still have the money 
to spend and it's up to us to give 
them incentives to fly," he adds. 
And while some high-profile 
services have been cut, other serv- 
ices are being added slowly. Jet 
Airways recently added additional 
flights to Dubai and Kingfisher 

began services to Colombo. 
KUSHAN MITRA 
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How Good Are Company Boards 


A recent Grant Thornton-FICCI study reveals most Indian 
companies do not give enough freedom to their board members. 


HILE THE SATYAM SCANDAL 
X led to a debate on the qual- 
ity of corporate governance in 
large Indian companies, relatively 
less is known on how effective 
are boards of mid-size companies. 
A recent Grant Thornton-FICCI 
study on 500 such companies 
makes some revelations on the 
adequacy and quality of corpo- 
rate governance. 


Some of the key findings of 


the study suggest that a shake-up is 
needed to improve corporate gov- 
ernance in India. For instance, a 
majority of the respondents (72. 


Only 22 per cent independent directors 
take significant part in audit 
committee meetings. 


Can'tsay6 ไ 13 Minimal 








Figures in per cent 





Yet, in 66 per cent of the companies polled, 
audit committee comprised 100 per cent 
of independent directors. 
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How much in advance of board meetings 
is the agenda shared with members? 


15-21 days 





Source: Grant Thornton-FICCI 


Figures in per cent 
CG Review 2009: India 101-500. The study polled 500 
mid-size companies in India 
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per cent) said that they held their 
audit committee meetings only 4 
or 5 times a year. Only 28 per 
cent firms said their audit com- 
mittees met 6-7 times a year. 

A grudge against some existing 
rules is also evident among those 
polled. As many as 56 per cent 
respondents, for instance, felt an 
ideal audit committee should con- 
sist of 25-to 50 per cent inde- 
pendent directors and that the 
compliance norms with respect 
to Clause 49 should differ based 
on company size. “This is a strong 
signal to lawmakers that a one- 
size-fits-all approach may not lead 
to good levels of governance,” 
says Monish Chatrath, National 
Markets Leader, Grant Thornton 
India. Currently, 66 per cent of 
those polled said their entire audit 
committee was made up of inde- 
pendent directors. 

Stating that some efforts are 
being made to improve corporate 
governance, the study shows that 
more than half (57 per cent) of 
the respondents stated that their 
companies were taking steps to 
impart training about the risk pro- 
file and the business model of their 
companies to its audit committee 
members. Most companies, how- 
ever, are not serious enough about 
having a risk officer on board. As 
many as 41 per cent of the partic- 
ipating companies admitted that 
they had no Chief Risk Officer 
and 40 per cent firms did not even 
have a whistleblower policy. 

Even the board of directors, 
the survey notes, get little prepa- 
ration time ahead of major meet- 
ings. Says Chatrath: “There is very 
little scope for discussions on mat- 
ters which may not be part of the 
original agenda.” 

MANU KAUSHIK 








region n where there is exci citing 
growth and a movement to- 
wards globalisation. Also global 
businesses can learn several les- 
sons from India where busi- 
nesses have grown rapidly. 


What's your strategy going to be? 
HBP’s mission is to improve 
the practice of management in 
a changing world. We want to 
adapt and tailor the content 
here to the needs of profes- 
sors and management profes- 
sionals. We will also acquire 
ideas and best practices from 
Indian businesses and academic 
institutions that will interest 
audiences outside India. 
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India’s International Bank 


THERE'S SOMETHING COMMON 
BETWEEN BILL GATES, DHIRUBHAI 
AND YOU. PEOPLE LAUGHED AT 
THEIR IDEAS AS WELL. 





SME LOANS. 


Of course you need to fulfill certain criteria to be eligible for our SME Loans. Some fire in 
your belly. An unshakable conviction. And big dreams. If you have all that, then our 
assembly-line SME Loan Factory will give you a loan in just 14 days. Because what good Is 
BARODA nEXt , if we don't believe in you, at a time you need to be believed in the most? 


Toll Free No.: 1-800-22-4447 ก E tt 


www.bankofbaroda.com STATE-OF-THE-ART. STRAIGHT FROM THE HEART. 


Approval in 14 days | Simple documentation | Single window processing 













Rs Z, crore 


This is the estimated ‘official’ expenditure 
on elections. About Rs 1,300 crore is likely 
to be spent by the Election Commission and Rs 700 crore by 
various central and state government agencies for photo 
identity cards, electronic voting machines and setting up 
polling booths. 
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Most national and regional political parties have earmarked 
a significant amount for print ads. The Congress is reported 
to have the largest budget of Rs 150 crore. 
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Elections are about meetings and meetings are about 
travelling. Expenses on hiring of cars, buses, helicopters and 
aircraft will total up to about Rs 3,000 crore. A copter costs 
Rs 3.25 lakh per day and hiring a bus costs up to 

Rs 10,000 a day. 


EFICIARIES: Private airlines, firms who lease aircraft 
‘and helicopters and Car hick seated 












RS crore 


Printed material such as posters, banners 
and flags cost parties around 

= Rs 1,500 crore. Depending on the size of the print order, a 
poster costs Rs 2 and a banner around Rs 100. 





At over Rs 1,50 cr 


;in spent, w 








-— Rs 1,200 crore 


S eE o ot peti campaigns 
through electronic mediums are getting big. Radio pens 
- CDs, SMS, TV spots and web banners are getting increased 

and attention. The CD containing Varun Gandhi's “solo 

speech, for instance, has sold thousands of copies. 


Rs 1 000 crore 


- Convening large election rallies, eth pnr 
- food for supporters and infrastructural expenses will cost 
litical parties dear. Just the average cost of tea and snacks 
for each supporter is Rs 10. 
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Rs z 2.000 one crore 


Ro st eus inizi 
is accounted for. One such ‘unofficial’ cost involves the ‘cash 
for vote’ phenomenon where candidates bribe voters (mainly 
those living in villages) with large sums of money in exchange 
— ——- for their votes. The amount of bribe varies from Rs 5,000 to 
TEROR 






Rs crore 


Remember the stampede for saris in AB Vajpayee’s Lucknow 
-constituency in 2004 that took several lives. Leaders do offer 
gifts such as saris, dhotis, bindis and sunglasses. They spend 
between Rs 2 lakh and Rs 10 lakh each on such items. A sari 
costs over Rs 150 and bindi packets Rs 2 to Rs 5. 


The figures do not include the cost of holding assembly polls in states such 
as Andhra Pradesh and Orissa 
Source: Centre for Media Studies & independent estimates 





Amazon, in New York Times 





S, 


“We really don't want 
customers to wait for 
the car. As my friend 
(Fiat Chairman) 

BE] di Montezemolo said 
in Paris, waiting to buy a car is 
like waiting for a pretty woman. 
If you wait too long, she might 
get old and fat” 


Ratan Tata, Chairman, Tata Group, on the launch of the 
Rs 1-lakh car Nano, to Agencies 


“99 ner cent of the people watch the 
tournament on TV anyway. Only 1 per 
cent goes to the stadiums, so nothing 
will change for the fans" 


Lalit Modi, Commissioner, IPL, on the decision to shift the 
2nd season of the league out of India, in The Economic Times 


“We are taking the 
complexity out, not 
the capabilities” 


Steve Ballmer, 
CEO, Microsoft, talking of Microsoft's 
strategy vis-d-vis that of Google or 





“I am glad this downturn happened now 
because all of us (the industry) were always 
consumed with 30-40 per cent growth, 
thinking about hiring the next thousand 
professionals and purely executing. We 
were not really thinking about what next” 
Girish Paranjpe, Jt-CEO, Wipro, in The Economic Times 


“I have asked the employees of AIG 
Financial Products to step up and do 
the right thing. Specifically, I have 
asked those who received retention 
payments of $100,000 or more to 
return at least half of those payments" 
Edward M. Liddy, CEO, AIG, to Agencies 


bt trends 


Branded for Profit DISINFLATION? 


Indian marketers are exploring new ways of targeting audiences, 
ensuring greater profit through ‘branded entertainment’ techniques. 





HE NEW NAME OF THE GAME IN 
Tis world of advertising is 
branded entertainment (BE). Media 
watchers say BE is not just a lot 
more effective in reaching out to 
target audiences than a film or a 
normal ad, it is also more cost- 
efficient and profitable. 

While the concept of 
BE is not new, it is being 
innovated upon to suit 
the needs of the day. 
Some of the new trends 
emerging in this space 


Advantages of BE 






are branded music videos and 
advertiser-funded feature films (AFFs) 
where home-video players embed 
brands into a DVD after a film has 
had its theatrical release. 

Navin Shah, CEO, P9 Integrated, 
the branded entertainment arm of 
Percept Group, says: “While 
broadcasters are looking 
for higher revenue, 

brand marketers are 
looking for value addi- 
tions over traditional 
advertising.” 

Mark Popkiewicz, 
CEO, MirriAd, a leading 
embedded advertising specialist, 


= Branded Entertainment (BE) is says: “Embedded advertising or BE 
estimated to be a Rs 100 crore is a ein cost-saving alternative to 
š in liti regular advertising. 
— So, what exactly are these new 
พ BE can mean embedding a brand trends in BE? It is when the brand in 
logo on an ad, a film or a TV show question is digitally embedded dur- 
i . ing the making of an ad. For ins- 
nter consid geri tance, when Slice came up with a 
recall value advertising new campaign called *Aamsutra", 
the brand's logo was embedded on 
m BE is also three to four times the ad during the *making of the 
cheaper compared to traditional ad" section. Brand marketers like 


เล mediums, and offers 
igher returns 


Noted 





Moser Baer are also looking at emb- 
edded advertising for DVD releases. 
ANUSHA SUBRAMANIAN 














. SIGNED: A deat contract seems to have bucked the 
Google between Sony and slowdown affecting the industry. 

"^ A Google for making ร ณ์ ขา ห ษั 
half a million copyright-free books avail- APPOINTED: Anshu That does not, however, mean 
able for Sony's Reader device, a rival to Jain on the Management prices aren't rising. The Consumer 
the Amazon Kindle. board of the $20.35- Price Index (CPI), which is a more 

billion German giant, apt measure for inflation, is still 
BAGGED: By HCL Technologies, a Deutsche Bank, taking high at 10.4 per cent for January 
$350-million, seven-year IT outsourcing him within striking dis- 2009 and rising. “WPI inflation 
services order from The Reader's Digest tance of chief executive post currently has dropped to 0.22 per cent, but 


Association (RDA). The order covers 
RDA's entire IT landscape from IT in- 
frastructure to applications. HCL's latest 
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held by Josef Ackermann, who is sched- 
uled to step down from the post in 
May 2010. 


the CPI is still elevated," warned 
Subbarao. 
PUJA MEHRA 
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Sink into the all new Sonata Tran fi m 


An epitome of four wheel luxury, the new Sonata Transform is an 
indulgence you can't resist. Its lavish interiors, all-leather beige upholstery 
and slick dashboard along with its smooth suspension, effortless gearshift 
and ergonomic seating, moke it the dream drive. The special 24X7 
service backup promises a flawless Sonata experience for years 


to come. Experience true bliss. Test drive the Sonata Transform today. 
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BT-ERNST & YOUNG Deal of the Month 


DEAL WATCH i India Infrastructure Fund established by international private 
Biggest deals in the past 30 days* equity firm 3i Group Plc. has invested around Rs 800 crore ($161 


million) for a minority stake in Krishnapatnam Port Company Ltd. 
(KPCL). KPCL is promoted by India’s Navayuga Group and is 
developing the Krishnapatnam port on the eastern coast of India. 





Impact Analysis 


It is one of the largest private equity deals announced this year in India. The port sector in India is 
expected to grow strongly in the coming years, driven by the country's rapidly growing international trade 
and current port capacity constraints. However, the sector has not seen many private equity 
investments so far. 

This is the fund's third investment in India and is seen as a Strategic move, deepening its foothold in 
the rapidly expanding Indian infrastructure sector. The Krishnapatnam port is a high quality, natural, 
deep water and all-weather port inaugurated in July 2008. The port is well located and, once complete. 
it is expected to handle about 100 million tonnes of bulk cargo. 





INDUSTRY TYPE 


DEAL VALUE STAKE 
(Rs crore) (%) 


TARGET — ACQUIRER 


















Reliance Petroleum Reliance Industries Oil & Gas Acquisition 9,096.6 246 
Asarco ev J n Sterlite Industries Mining & Metals Acquisition 8,787.3 100.0 
Krishnapatnam Pot  - จ 3 3i Group Infrastructure Private Equity 802.8 NA 
ICT Group ML. Essar Group Technology Acquisition 524.4 100.0 
Essar Power | 4 IDFC Project Equity Energy Private Equity 350.0 NA 
Tikona Digital Networks Goldman Sachs Investment Partners, Technology Private Equity 237.3 69.3 
Indivision India Partners, Oak India 
Investments and Green Lotus 
Madras Aluminium 5 Mf Vedanta Resources Mining & Metals Investment 236.3 20.0 
Micargo Global | Blackstone Group Logistics Private Equity 240.0 10.4 
Esolar odi Acme Group Energy Investment 154.6 5.0 
Orissa Sponge Iron & Steel Multiple Acquirers Mining & Metals Investment 124.0 20.0 
Kavery Medical Centre & Hospitals f India Venture Advisors Pharmaceuticals Private Equity 90.0 NA 
Sri Biotech = | Rabo Equity Advisors Biotechnology Private Equity 45.0 NA 
YLG (You Look Great) Helion Venture Partners Consumer Products & Retail Private Equity 20.0 NA 
Homeland Energy Group GMR Infrastructure Mining & Metals Investment 12.6 6.4 
Kanphor India hi Mimaki Engineering Co Infrastructure Investment 9.9 34.6 
Rane Brake Lining Nisshinbo Industries Automotive Investment 7.2 20.0 
Certain Assets Jaisal Securities Banking & Fin. Services Acquisition 6.7 100.0 
Uniproducts (India) Multiple Acquirers Auto & Industrial Products Investment 5.2 15.7 
Shurjo Energy Pv PAE Limited Energy Acquisition 5.0 51.0 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company announcements and other 
secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. Business Today or Ernst & Young do not 
undertake any responsibility in regard to any such decision Includes only M&A. private equity and brand sale transactions + *As on March 24, '09 Not a complete list 
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Explore your 
world of 


Aircel, the fast growing pan-India mobile 
services operator with more than 17 million 
subscribers and the leader in four circles, 
invites you to explore a whole new world of 
possibilities. From searching tor your 
favourite restaurants and movie reviews to 
booking flights, from transferring money 
to chatting with friends, from downloading 
latest tracks to checking exam papers. 

is just a 


touch away. 


It's time to move on... 


www.aircel.com 
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Unravelling the Fraud 


It's still unclear whether B. Ramalinga Raju siphoned money out of Satyam. 
Investigations, though, have uncovered how the former chairman was cooking the 
books. Here's the inside story on the accounting fraud. RACHNA M. KOPPIKAR 


NDIA INC.'S BIGGEST CORPORATI 

fraud will not be cracked open 

completely soon. The scam, 

which came to light when 
Satyam's erstwhile chairman 
B. Ramalinga Raju wrote a con- 
fession letter in January, has layers 
of complexity. The decoding of 
the biometric laptops used by Raju 
and his team, screening of the in- 
ternal financial software of the 
company and minutes of the board 
meetings for last six years, scan- 
ning of papers of 300-odd com- 
panies created by Raju and his fam- 


ily and scrutinizing the land records 
under these companies will keep 
the Central Bureau of Investigation 
(CBI) on its toes for a few months. 

The probe initiated by the 
Crime Investigation Department 
(CID), the Fraud 
Investigation Office (SFIO) and 
Institute of Chartered Accountants 
of India (ICA) was handed over to 
the CBI in February. The Securities 
and Exchange Board of India has its 


Serious 


own investigation team going 
through the books of the company 
with a fine-tooth comb. 


So far, investigators have man- 
aged to find out how accounts were 
manipulated by Raju for the past six 
years. CBI will file its chargesheet in 
April, failing which Raju and others 
will have to be released from the 
prison. A senior CBI official, who 
didn't wish to be identified, con- 
firmed to Business Today that Raju 
seems to have come clean in his 
confession letter except for his 
statement about *not (having) ben- 
efited in financial terms on account 
of inflated results". “We are yet to 
establish if there was any diversion 


of funds from Satyam to any of 
Raju's entities. This will take some 
time to investigate," added the CBI 
official. Till now, the agency found 
that some of the documents of 300- 
odd companies floated by Raju 
contained land records and names 
of land mafia agents in Hyderabad, 
indicating that it may not be just an 
accounting fraud. 

It appears that Raju's con game 
started in April 2002, at a time 
when the IT companies were on 
the radar of foreign investors 
through newly-listed American 
Depository Receipts (ADRs). Then, 
Raju decided to maintain two sub- 
accounts under a single bank ac- 
count of the company. The main 
bank account was controlled by 
Raju and his cronies and the state- 
ments of the subsidiary account 
were under the finance and ac- 
count reconciliation (FAR) team. So, 
at any given time, the accounts 
team would receive two bank state- 
ments for the same account—a gen- 
uine set of statements from the 
bank and a second set of state- 
ments provided by Raju and his 
team. More often than not, the fi- 
nance team had to accept the bank 
statements given by the promot- 
ers, which were manipulated as the 
figures didn’t always reconcile with 
the actual statements received by 
the team. Even the auditors relied 
on the documents supplied by Raju 
instead of going for a third-party 
verification of document. While 
screening through the minutes of 
some of the board meetings, inves- 
tigators found out that the total audit 
fees paid to PricewaterhouseCoopers 
for its domestic and international 
accounts was around Rs 7 crore, 
almost double the figure mentioned 
in the balance sheet. 

Here's a closer look at the 
modus operandi of Raju. 


How Revenues and 
Debtors Were Inflated 
RAJU'S LETTER: “We reported a revenue of 


Rs 2,700 crore and operating margin of 
Rs 649 crore as against actual revenue of 
Rs 2,112 crore and margin of Rs 61 crore" 
[2 investigations have revealed 
that an in-house team of Satyam 
developed software to generate fake 
invoices. The fake invoice would 
include a genuine name of the 
client, genuine name of the proj- 
ect manager for the client, but the 
invoice amount was overstated. It 
worked like this—a Company XYZ is 
Satyam's client and it pays Rs 100 to 
Satyam's bank account as the fees. 
The original bank statement showed 
Rs 100 deposited by xvz. But the 
statement provided by Raju over- 
stated this figure. So, year after 
year, fake invoices in the name of 
genuine clients and employees were 
created and went un- 
noticed by auditors. 
During an interro- 
gation session, Raju 
is believed to have 
said that he never 
did anything wrong 
as everyone else in 
the industry does it. 


How Fictitious 
Cash and Bank 
Balances Were 
Created 

RAJU'S LETTER: “Inflated 
(non-existent) cash and 


bank balance of Rs 5.040 Ekadanta Green Fields 
crore (as against Rs 5,360 RRR an 


crore reflected in the 
books). An accrued inter- 
est of Rs 376 crore is non 
existent" 

he fictitious cash 

balance of Rs 
5.040 crore was in- 
troduced in the bal- 
ance sheet through 
fake fixed deposit re- 
ceipts worth Rs 
3.300 crore and a 
current account bal- 
ance of Rs 1,700 
crore. The accounts 
department had to 


[eepa Agro 


UNDER THE SCANNER 


List of companies being 
investigated for financial 
transactions with Satyam. 


ฝน อ เห น อ ส ด เป น ส น น NPP. 
Aranya Agro Farms 


ธิ แต ท Agro Farms 


Eladamta Green Fields 
Giriputra Green Fields 


Kalindi Green Fie! 


"ล ก เ ผ ท Agro Farms 
Netravathi Green Fields 
Panchakalyani Agro Farms 
Panchamukhi Agro 
Parvathagiri Agro Farms 
Pingala Agro Farms 

Sapta Swara Agro Farms 


Surasa Green Lands 





accept the receipts shown by Raju 
and his team whereas the actual re- 
ceipts from the banks showed a 
much lower figure. Simultaneously, 
another fictitious entry of accrued 
interest on fixed deposits has to be 
shown and that is how Rs 376 crore 
was introduced in the books. 


Why Liabilities 
Were Understated 
RAJU'S LETTER: “An understated liability 
of Rs 1,230 crore on account of funds 
arranged by me^ 
F” every fictitious transaction, 
another one had to be created to 
hide it. The actual liability of 
Rs 1,230 crore was the amount lent 
by private companies of Raju to 
Satyam. Had this liability been 
shown in the books 
it would have raised 
eyebrows. After all, 
why would a com- 
pany incur this liabil- 
ity when it has so 
much cash on its 
books? So, to keep 
analysts and investors 
at bay, this loan 
amount wasn’t shown 
in the books. As the 
chairman mentioned, 
this amount 
arranged over the last 
two years to run the 
firm’s operations. 
Then, while com- 
pany's bank balance 
was fictitious, the 
number of employ- 


Was 


(S ees (around 50.000) 
Kalyani Green Fields 


was genuine and they 
had to be paid 
salaries. To meet 
these expenses, Raju 
and his family started 
pledging their stake 
in the company. The 
shares were pledged 
by the holding com- 
pany SRSR Holdings, 
which in turn had 
300-odd subsidiaries. 
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Dubai's skyline: Littered with unfinished buildings 


Crisis in the Desert 


Dubai gorged itself on a decade-long construction boom that has imploded now. A recovery will 
mean giving up its opulent habits and focussing on real drivers of growth. R. PRIYADARSHINI 


HIGH-FLYING EX-CEO SITS HUD- 
dled in a friend's one-bed- 
room flat wondering what 
to do next. Bankers busily scribble 
off resignation letters after receiving 
large pay cuts. Expatriates run aro- 
und in a frenzy winding up their aff- 
airs before their visas expire. Lab- 
ourers from South Asia pack up their 
meagre belongings and return home. 
These are the surreal scenes unf- 
urling in Dubai, one of seven city- 
states in the United Arab Emirates 
and the once-storied oasis of unb- 
ridled, conspicuous consumption. 
One of the major reasons for the 
slump is the implosion of the real 
estate bubble that spearheaded 
Dubai's boom in the past decade. 
Most people think that the rea- 
son for Dubai's past success is its oil 
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ECONOMY’S COMPOSITION 


10 Banking* 
— 6 Oil & Gas 


E. — 3 Others 


Figures in per cent show break up of Dubai s estimated 
$82 billion GDP 


*Sectors under stress Source: BT Estimates 


reserves, but this is a big misconcep- 
tion. Revenues from oil & gas form 
a tiny 6 per cent of Dubai’s economy. 
The real drivers behind the rise of 
Dubai were construction, tourism, 
banking and shopping—all of which 
have experienced sharp declines. 
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For much of the past decade, 
Dubai indulged in an orgy of con- 
struction—fuelled by regional 
banks—building fantastical projects 
that were ostentatious in design and 
price. These included the Palm 
Jumeirah, an artificial island tan- 
ning out into the Arabian Gulf in 
the shape of a palm frond, consist- 
ing of sea-facing, multi-million 
dollar apartments owned by the 
likes of David Beckham and 
Michael Schumacher; the Atlantis, a 
gaudy $1.5 billion hotel complex 
that housed a whale shark swim- 
ming in a gigantic tank; a massive 
indoor ski-resort amidst the searing 
desert heat and Burj Dubai, the 
tallest building in the world. 

Today, the value of Palm 
Jumeirah’s apartments has fallen 


by as much as 60 per cent. The 
Atlantis stands eerily empty and 
rumours are that work on Burj 
Dubai has stalled. Investment bank 
Morgan Stanley revealed that the 
UAE is delaying or cancelling real 
estate projects worth $260 billion, 
the majority of which are in Dubai. 
Proleads declared that 52.8 per cent 
of projects are on hold. 

Other high-profile projects in 
trouble include the Meraas Jumeirah 
Gardens ($98 billion), Nakheel's 
Harbour and Tower project ($38 
billion), Tatweer's $3.3 billion 
6,500-room Asia-Asia Hotel, Nad El 
Sheba race course being built by 
Mayden LLC ($1.3 billion) and the 
Dubai Exhibition City ($450 mil- 
lion). Dubai’s skyline has become lit- 
tered with half-finished skyscrap- 
ers that give the once-glittering met- 
ropolis the aura of a ghost town. 

The carnage in construction and 
tourism has had drastic conse- 
quences for Dubai's workforce. 
Once a haven for wealthy sheikhs, 
speculators, playboys and business 
executives who enjoyed tax-free 
salaries and an opportunity to get 
rich quick, the city is witnessing an 
exodus of foreigners who made 
Dubai their home. 

Employees in Dubai are now 
experiencing the brunt of drastic 
cost-saving decisions. “Canteen fac- 
ilities have been aborted. Even the 
free supply of toilet paper may stop,” 
complains a marketing executive. 
Banker Shakeel Ahmed reached his 
office hoping to get a pat on the 
back for his “good performance”. 
Instead, he was informed about a 
pay cut. “Take it or leave it,” said the 
boss. Ahmed opted for the latter. 
Others are acting proactively to save 
their jobs: “As we are a new com- 
pany, a group of us voluntarily sug- 
gested that our employer cut our 
salary. It’s a question of survival,” 
said Aruna Sen, a media profes- 
sional. Rumours are also spreading 
that hundreds of families are relo- 
cating their children to India after 


DUBAI'S WOES 


@ Dubai is hardly oil rich—the major 
components of its economy are 
construction, tourism and banking 


@ The city overdosed on erecting 
fantastical structures such as an indoor 
Ski resort and the world's tallest building 


@ Now, the UAE is delaying or 
cancelling projects worth $260 billion, 
the majority of which are in Dubai 





@ A wide web of companies sponsored 
by the city's rulers have racked up some 
$70 billion in bills 


€ Out of work, a large portion of the 
1.2 million migrant workers from 
South Asia are returning home 








Waterfront development: Multi-million 
dollar houses in Palm Jumeirah have 
lost 60 per cent of their value 


the exams end in March. But major 
schools denied such claims saying 
the situation was normal. 

The most hapless victims of 
Dubai's downward spiral have been 
the approximately 1.2 million mig- 
rant workers from South Asia, who 
are shipped in to undertake work on 
construction sites. Housed in 
squalor in labour camps situated at 
the fringes of the desert, and paid a 
relative pittance—around $140 a 
month—to build these dream build- 
ings, these labourers have seen their 
jobs evaporate and their visas can- 
celled. They've been left with no 
option but to return to their home- 
towns, penniless and laden with the 
debt that they had undertaken to 
land these jobs in the first place. 


An unanticipated victim of the 
Dubai meltdown is the city of Dubai 
itself. Dubai's rulers are sponsors 
of a wide web of companies that 
have racked up some $70 billion 
in bills, according to reports— 
almost matching UAE’s collective 
$82 billion GDP last year. The crisis 
has become so severe that Dubai 
recently announced a $20-billion 
bond scheme and its Central Bank 
agreed to purchase half of it to keep 
the city afloat. 

The other half of the bond issue 
was purchased in late February by 
Dubai's knight in shining armour, 
Abu Dhabi, capital of the UAE and 
the wealthiest Emirate with 95 per 
cent of the oil reserves in the fed- 
eration. Abu Dhabi, many say, has 
grown more cautiously than its 
neighbour and is bound to supplant 
Dubai as the financial nerve centre 
of the region in just a few years. 

Despite this bleakness, some 
analysts insist that this is simply a 
passing phase. “The economy is 
sliding, but there is no bloodbath. 
There is a crisis of market confi- 
dence, which is complicated by a 
lack of transparency and opaque 
financial declarations by the Dubai 
Inc. entities," says Dr Samir 
Pradhan, Senior Researcher of the 
Gulf Research Centre. Pradhan says 
that what is happening to Dubai 
today is not very dissimilar to what 
took place in Singapore during the 
Asian crisis in 1997—and Singapore 
rebounded successfully in the fol- 
lowing years. 

Still, Dubai’s recovery is plagued 
with many more complications than 
Singapore’s in the late 1990s. In 
order for it to recover, the city des- 
perately needs to attract institu- 
tional funds (a scarcity in this credit- 
starved global economy), clean up 
its balance sheet, abandon its gaudy 
ways and focus on sensible and self- 
sustaining development. Anything 
else could bury this once-opulent 
Mecca of capitalism in the desert for 
a long time to come. ü 


APRIL 19? 2009 BUSINESS TODAY 33 


bt current 





Web 













LEX tone Aot 


Passt 9t se fee t n ———— @ ๑ ๑ ๑ อ ฒ 9 จ จ จ 





fom tian Gen Com k. e Re Mom 


faena eva Vorst Putat besten? 4 จ ๑ 498 จ 6 





Concress 








» 

The Bharatiya Janata Party's prime oe 

ministerial candidate L.K. Advani was m 

the first to start a blog. But have the CA 

other political parties caught onto = Sa Ra St 

the Internet? We take a look. ac NN --— 

KUSHAN MITRA 
Indian National Congress Bharatiya Janata Party Communist Party of India (Marxist) Bahujan Samaj Party 
http://www.congress.org.in/ http://www. bjp.org, http://www.cpim.org http-//www.bspindia.org/ 

MANIFESTO Yes Yes Yes Not Yet 

LIST OF CANDIDATES Yes Yes Yes Yes 

FREQUENCY OF UPDATES Regular Regular - Often Often — 

SITE LAYOUT Decent Very Good Decent Decent 

BLOGS No I Yes = Mo Wo 

LANGUAGES English, Hindi, Urdu English English, Some Hindi English 

URING THE 2008 US 1998, Bora and his team of six  neurs—or some people trying to 


Presidential campaign, 

the Democratic candi- 

date and eventual 
winner Barack Obama notably 
harnessed the power of the Internet 
to create a mind-boggling 
organisation and network of grass- 
roots supporters and small-scale 
donations. And for General 
Election 2009, some political 
parties seem to have realised the 
potential of the Internet. 

The most prominent is, of 
course, the Bharatiya Janata Party 
(BJP), which has bought advertising 
all over the Internet to ensure that 
virtually every Indian surfing the 
Internet will see an advertisement 
for the party's prime ministerial 
candidate L.K. Advani. "Actually, 
you will be surprised how cheaply 
we bought those ads," jokes Prodyut 
Bora, Convener, BJP Digital Cell. 
Alongside the party website 
(www.bjp.org) which began in 
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volunteers have also created a mas- 
sive site for Advani (www.lkad- 
vani.in). “The site has been ex- 
tremely successful in terms of getting 
our message across," he says. 

In fact, alongside Advani, other 
leaders of the BJP, such as Gujarat 
Chief Minister Narendra Modi, 
have also harnessed the web and 


make a buck off web advertising— 
have created websites for them. 
Some of the younger leaders are 
on the Facebook, though. 

The Communist parties, too, 
have taken to the Internet, though 
their sense of web design and layout 
does leave a bit to be desired. Both 
the Communist Party of India- 


"Actually, you will be surprised how cheaply 
we bought those ads” Prodyut Bora, Convener, BJP Digital Cell 


supporters have also created an un- 
official account on micro-blogging 
service Twitter. And fan support is 
what most of the other political 
parties survive on. 

While Indian National Congress 
(INC) has an official website 
(www.congress.org.in) with all the 
vital information on it, its leaders are 
nowhere to be seen on the web. 
However, some plucky entrepre- 


Marxist (CPI-M) and the Communist 
Party of India (CPD have websites 
that are updated regularly. Party 
officials concede that the growing 
“youth factor” in Indian elections 
(surprising, since the two prime 
ministerial candidates have a 
combined age of over 155) per- 
suaded them to go online. 

The Uttar Pradesh adversaries, 
the Samajwadi Party (sp) and the 
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Nationalist Congress Party Samajwadi Party (SP) 
http.//www.ncp.orgin — www.samajwadipartyindia com 


No . Not Yet 
= No No 7+1 
Notsince2005 Often = 
None Ms 7 
English English, Hindi 


Bahujan Samaj Party (BSP), have also 
invested in an online presence. In 
fact, the BSP site is a treasure trove of 
information about Mayawati and 
has a candidate list, but has a 
cluttered design. sp has recently 
added a blog to its website, but this is 
an unsigned blog, which is unfor- 
tunate, as an Amar Singh blog might 
have been very popular. 

Quite a few smaller parties also 
have a website. Some, like that of Raj 
Thackeray’s Maharashtra Navnir- 
man Sena (MNS), are well-made, 
while others such as Chandrababu 
Naidu's Telugu Desam Party (TDP) 
are full of information (in Telugu). 
But websites of others like the 
Nationalist Congress Party 
(www.ncp.org) have not been up- 
dated in years. This is particularly 
surprising since the NCP has the 
youngest Member of Parliament (MP) 
in the outgoing 13t Lok Sabha—27- 
year-old Agatha Kongkal Sangma. 

Maybe youth isn't everything. 


Other Parties 


DMK  http://www.dmk.in: 
This Tamil website is inform- 
ative but seems to have been 
designed even before the Web 
1.0 era, judging by its layout 
and animated graphics. 


TDP http://www.telugude- 
sam.org/: Chandrababu Naidu 
positioned himself as the king 
of Information Technology 
and his website, while only in 
Telugu, is both informative 
and easy to surf. But the 
amount of yellow does hurt 
the eyes. 





RJD http://www.rashtriya- 
janatadal.com/: This is an 
unofficial website, but its rival 
Janata Dal (United) doesn't 
even have that. 


Shiv Sena http://www.shiv- 
sena.org/: Decent website, but 
the Shiv Sena should add more 
browser support—the site 
breaks when used with 
Firefox. 


Maharashtra Navnirman Sena 
http://www.manase.org/: Raj 
Thackeray is trying to use the 
Internet either to rehabilitate his 
image or spread more of his 
extremist regional message— 
depends on your viewpoint. 








In terms of design and layout, 


the MNS website scores better 
than the Shiv Sena's. 


Trinamool Congress 
http://www.trinamool- 
congress.com/: Mamata 
Banerjee's message of protest 
against the Communists has 
made it online—pity about 
the *Cangress" bit on the 
header and the fact that it has 
not been updated recently. 


Communist Party of India 
http:/Awww.cpindia.org/: The 
CPI does not have as dedicated 
an [nternet team as their big- 
ger brothers CPI(M), but at least 
they are online and their site is 
updated regularly. 

Praja Rajyam 
http:/Awww.praja-rajyam.com 
and http:/Awww.chiruprajara- 
jyamparty.cony: 





To be fair to Andhra star 
Chiranjeevi, his idolating fans 
have taken the lead in estab- 
lishing and setting up a website 
as the party itself does not 
have an official website. 


Lok Jan Shakti Party http: 
Well, they have an official web- 
site, but that is about it, as up- 
dates are few and far between. 
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From 1 March until 30 June 2009, you have more reasons to visit Hong Kong. Register as a buyer to one or more of the upcomin 
trade exhibitions to seize business opportunities and enjoy an array of exclusive flight, attraction and hotel privileges. 


Take advantage of special air fares from over 30 cities and 20 countries with Cathay Pacific and Dragonair. Get pleasure from distinc 
experience offers by Ocean Park, Ngong Ping 360, Hong Kong Jockey Club and Hong Kong Wetland Park with a special admissio 
package exclusively for you. And enjoy a variety of added privileges from complimentary internet access to room upgrade when yo 
stay in one of the 30+ participating hotels. 


Act now! Please visit mehongkong.com or website of participating exhibition partners for details of "Business Right Here!" privileges. 


Meet your suppliers in Hong Kong for endless business opportunities 


As the gateway to China and Asia Pacific, Hong Kong is recognised as one of the world's premier destinations for exhibitions. Each year, this 
business-friendly city hosts over 100 major exhibitions that attract some 800,000 international and Mainland visitors - making Hong Kong 
the ideal platform for unlimited business opportunities. But it's not all work and no play. There's an abundance of shopping, dining and 
leisure activities to not only let you relax, but also allow you to strengthen the relationships with your business partners in this vibrant city 
famed for its unique fusion of Eastern and Western culture. 





Upcoming Exhibitions (Apr - Jun 2009) 


Fashion Access / APLF - Materials, 
Manufacturing & Technology! 
Prime Source Forum* 

31 Mar - 2 Apr 2009 

www.aplf.com 
www.primesourceforum.com 


Hong Kong Mode Lingerie" 
7 -B Apr 2009 


www hongkong mode-tlingerie.com 


China Sourcing Fair - Electronics & Components* 
12- 15 Apr 2009 
www.chinasourcingfair.com 


International ICT Expo 2009/ 

Hong Kong International Lighting Fair 2009/ 
Hong Kong Electronics Fair 2009 - Spring Edition” 
13- 16 Apr 2009 

hitpy//ictexpo. hktdc.com 

http//hklightingfairse hktdc.com 
hitp//hkelectronicsfairse. hktdc.com 


China Sourcing Fair - Baby & Children's Products/ 
Home Products/ India Sourcing Fair - Home Product* 
20 - 23 Apr 2009 

wWww.chinasourcingfair.com 


Hong Kong Houseware Fair 2009* 
20 - 23 Apr 2009 
http//hkhousewarefair hktdc.com 


Hong Kong International Printing and Packaging Fair* 
27 - 30 Apr 2009 
httpJ/hkprintpackfair.hktdc com 


Hong Kong Gifts & Premium Fair 2009* 
27 - 30 Apr 2009 
http//hkgiftspremiumfair hktdc.com 


China Sourcing Fair - Fashion Accessories/ 
Underwear & Swimwear/ Gifts & Premiums? 
28 Apr - 1 May 2009 


www.chinasourcingfair.com 


HOFEX 2009 - The 13th Asian International 
Exhibition of Food & Drink, Hotel, Restaurant, 
Foodservice Equipment, Supplies & Services" 
6 - 9 May 2009 

www.hofex.com 


Asia Funeral Expo 2009" 
13- 15 May 2009 

http//afe verticalexpo.com 
ART HK 2009* 

14 - 17 May 2009 

www hongkongartfair com 
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Courier and Parcel Logistics Expo Asia 2009* 

19 - 21 May 2009 

wWw.cpl-expoasia.com 

Asia International Art« & Antiques Fair 2009* 

22 - 25 May 2009 

www.aiaa.com hk 

Asia's Fashion Jewellery & Accessories Fair - June" 


18 - 21 Jun 2009 
www asiafia. com 


June Hong Kong Jewellery & Watch Fair 2009* 
18 - 21 Jun 2009 
http //exhibitions.jeveellernynetasia com exhibitions’ 


Retail Asia Expo & Congress 2009* 
24 - 26 Jun 2009 
www retallasiaexpo com 


For more upcoming exhibitions, 
please visit www.mehongkong.com 


*Hong Kong Convention and Exhibition Centre 
s AsiaWorld - Expo 


All information is subject to change without prior notice 
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Console-ing Mission 


Sony's launch of the first console title developed wholly in India and for India 
could be a major milestone for the gaming industry. ANAND RAMACHANDRAN 


with an Indian theme and sto- 

ryline, and mainly for an Indian 
market. The launch of the Ps2 title 
Hanuman: Boy Warrior by Sony 
Computer Entertainment Europe 
is significant on many counts. 

With the right marketing effort, 
Boy Warrior has the potential to 
become the game that actually sells 
the PS2 to mainstream India. It can 
become that rare game that paves 
the way for the industry's growth 
in the world's most underexploited 
video game market. 

By going with Hanuman as the 
protagonist, Sony has moved 
smartly in more ways than one. 
Atindriya Bose, Country Manager, 
Sony, points out that Hanuman is 
easily the country's most endur- 
ing and appealing hero. And par- 
ents throughout the country are 
much less likely to forbid their 
children from buying a game fea- 
turing the mythological god as 
opposed to, say, a Kratos or the 
Prince of Persia. Also, the game is 
likely to appeal to a wide audi- 
ence who may even be first-time 
video game purchasers—the same 
millions who made a success out of 
the poorly animated film. 

This market is not as quality- 
conscious as veteran video game 
buyers, and may be more willing to 
overlook the product's technical 
and gameplay deficiencies than 
someone who regularly plays God 
of War. This is largely a fallout of 
budgetary constraints, but the game 
does run the risk of being panned 
by critics and seasoned gamers. 

In India, while the video games 
market, in theory, has existed since 
the mid-'80s, with a number of 
8-bit and 16-bit Nintendo/ SEGA 


I GAMING IN A NEW AVATAR, 
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@ Hanuman has the 
potential to lower 
both price and 
cultural barriers of 
gaming 


@ Game has the 
ingredients—tike 
the mythology 
factor—to work in 
India 


e The product is 
expected to give a 
major fillip to the 
video game industry 


e Poor production 
values, though, are 
a drawback 


clones appearing on store shelves, it 
has never really gathered momen- 
tum in the mainstream. A thriving 
grey market continues to exist, with 
Nintendo's Gameboy and the Ps2 
itself being the top sellers. As far as 
the official market goes, with 
Nintendo’s recent entry into the 
fray through HCL, all three top con- 
sole players are now present in 
India—but sales continue to pale in 
comparison to evolved markets. 
Recently, at an industry event, 
Microsoft shared an unofficial fig- 
ure of “less than 100,000” Xbox 
units. Sony claimed around 
400,000 ps2s, 120,000 ps2s and 
35,000 ps3 units sold. Compare 
those figures with international fig- 
ures, which run into the millions, 
and the untapped potential bec- 
omes obvious. 

However, price points are still 





a major issue. To really hit the 
big time, the gaming industry 
needs middle-class India to buy 
video games. The ‘big three’ con- 
soles cost upwards of Rs 20,000— 
a major investment for most 
[Indian middle-class families. 
Games, too, are priced between 
Rs 2,500 and Rs 3,500, an exp- 
ensive proposition for what is - 
essentially a plaything. Also, unlike 
in the West and Japan, where the 
average video game customer is 
aged about 33, the Indian con- 
sumer still perceives video games 
as a purchase for children, fur- 
ther increasing the price barrier. 
This is why the PS2, at a price 
point of Rs 6,990, and Boy 
Warrior, priced at Rs 499, gain 
much importance. The game can 
remove both price and cultural 
barriers in one swoop. 





"To succeed in 2009, our mantra is enhancing 
operational excellence; Canon helps us do that!" 


Dr. Axel Munaretto, CEO, ` โน i 
Apollo DKV Insurance Company Limited 








>anon Multi-function devices, the preferred 
locumentation solution expert of the leaders. 


ith advanced features like Color Balance, Wireless LAN 
onnectivity and IPv6, Canon Multi-function devices give you 
igh efficiency in a cost-effective manner by offering you easy 
ccessibility and eliminating the need of taking test prints to 
heck colors, thereby saving your time and resources. So go 


head, get the Canon Color Multi-function device and give your 





rganizations the ultimate success mantra. 


IRC 3080; IRC 2550) 


iR 3245 i iR 3225 


JOO00 oe IRC 3180i, IRC 2550i, IRC 3080i, IRC 3580i, IRC 4080i, IRC 4580i, IRC 5185i, iR 2116J, เค 2018N, 
IR 2018i, iR 2022N, iR 2030, iR 2230, iR 3530, iR 3225, iR 3235, iR 3245, iR 5055, iR 5065, iR 5075. 


Business C^ be simple 


Jall CANON: 39010101 / 1800 180 3366 or visit www.canon.co.in, Corporate Office : Canon India Pvt. Ltd.. Second Floor, Tower A & B. Cyber Greens. DLF Phase- :urgaon -1 
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Russian Roulette 


Sistema wants to be one of the to payers in the crowded Indian telecom 


market. Can this latecomer actually pu 


r MAY BE THE EIGHTH- 
largest mobile operator in 


it off? N. MADHAVAN 


touched 80 per cent and India 
is expected to be no dif- 


the world with a sub- Sistema ferent. So, we believe 
scriber base of 97 million Corporation Is nt st Telecommunications there is significant head 
spread across Russia and We largest . SISTEMA contributes room,” says Rozanov. 
other CIS countries. It also diversified public nearly 70% of its SSTL’s choice of 
has an enviable record of Company in LAN revenues CDMA technology sur- 
seeking and establishing Russia INDIA P i prised many. Experts 
market dominance in Invest $5 billion over the next feel that delay in 
all its major mar- Its five years Other interests release of GSM 
kets. But the $13.7- / revenues stood Roll out CDMA-based mobile include real estate, | spectrum forced 
billion Sistema ` at$13.70 billion services across all the 22 circles | retail technology | the company to 
Corporation could in 2007 Launch services in three and financial opt for CDMA. 
be tested severely in circles every quarter. services *CDMA offers the 
India as it rolled out Cover more than 50% of the best solution for most 
its MTS brand in the country population by end of 2009 of India's population. Also, 
and launched CDMA-based | setting up a pan-Indian CDMA 
mobile operations, to start with, Break-even in the fourth or network costs at least three 
in Tamil Nadu towards March-end. fifth year of operation times less compared to the GSM 


Already, Sistema offers CDMA 
services in Rajasthan under the 
“Rainbow” brand. Earlier, in 
September 2007, it acquired a 
controlling stake in Shyam 
Telelinks, which has since been 
renamed Sistema Shyam 
_Teleservices Ltd (SSTL). The new 
entity bid (Rs 1,650 crore) for and 
bagged licences to operate CDMA- 
based mobile services in all the 22 
circles in the country. It plans to 
launch services in more than half 
the circles by 2009-end. 

Can Sistema make a significant 
impact in the market? "Yes, we 
can," says Vsevolod Rozanov, 
President and CEO, SSTL. He offers 
Rajasthan as a case in point. "We 
launched our services late, but today 
we have almost half a million sub- 
scribers and our share in the new 
customers added is 12.5 per cent. 
The quality of service that we offer 
is the differentiator," he says. 

But low tarrifs, declining aver- 
age revenues per user (ARPU), falling 
minutes of usage, urban markets 
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"Profit margins of Indian players will make 
operators in high-tariff markets jealous” 


VSEVOLOD ROZANOV 
President & CEO, SSTL 


close to saturation and cut-throat 
competition among existing players 
pose an immense challenge to SSTL. 
“We are aware of these challenges. 
While tariffs may be low, the costs 
are low, too. The profit margins 
of some of the top Indian cellular 
players will make operators in 
high-tariff markets jealous. Also, 
globally mobile markets have con- 
tinued to grow till teledensity has 
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network. It would need 2.5 times 
lesser base stations. It is a win-win 
technology," he explains. 

SSTL's inaugural tariff could 
set the market on fire. It is offering 
a life plan with a free talk-time of a 
million minutes (for calls between 
MTS subscribers and restricted 
to 150 minutes/day) with its 
Rs 499 MCard. But market 
excitement need not necessarily 
mean profits as some of the players 
have painfully realised. “With in- 
tense competition and rock-bot- 
tom tariffs, SSTL will necessarily 
have to burn cash to get subscribers. 
Economies of scale is crucial to de- 
fray your costs. Profitability will 
be quite some time away," says a 
Chennai-based analyst. 

SSTL, however, claims to have a 
solid business plan. “We will break- 
even in the fourth or fifth year of op- 
erations," says Rozanov adding, 
“We are looking at stock market 
listing opportunities in a year or so. 
Current (equity) market conditions 
are not conducive." 
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At the new Taj Mount Road, 


we ensure you have an exciting time. 


However little time you have. 


" 
2 
b 





We know you're busy, so we'll keep this really short. Presenting the new Taj Mount Road 
the heart of Chennai. It sports ultra-modern exteriors, stunning and yet-at-home roo 
restaurants that take ห อ บ from the Indus to the Mediterranean, a bar that detoxes and more. Ch 
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Taj Mount Road and we're sure you'll come back again. 73/ Mount Road. For the contemporary b 


Taj Mount Road 


Chennai 


Taj Mount Road, No.2 Club House Road, Chennai - 600002. For reservations please call 91-44-66 
Taj Reservations Worldwide: 91-22-66011825 Fax: 91-22-66650365 Toll Free ! 


“There Is No 
Recession in the 


United States” 





LAN MANUFACTURING, JUST-IN- 

Time or Toyota Production 

System (TPS) are hallmark 
management philosophies that have 
dominated production practices since 
the 1950s. If TPS transformed Toyota 
from a small company into the 
world’s largest automaker and made 
Tatichi Obno—one of its key archi- 
tects—the superstar of process man- 
agement in the '60s and ’70s, then in 
the following decades the person 
making a profound impact in the 


field is Israeli physicist Eliyahu M. 


Goldratt and his Theory of 


Constraints (TOC). Enunciated in bis 
1984 book The Goal. the TOi 
process of ongoing improvement 
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seeks to identify the constraint and 
restructure the rest of the organisa- 
tion around it. Recently in Delbi 
for the launch of his book, The 
Choice, Goldratt took some time 
off to speak with &r's Shamni Pande 
about his theory and how he’s driv- 
ing a change in thinking at Toyota 
today, among other things. Excerpts: 


Six Sigma and Lean management 
philosophies are the global buzz 
words... where does your Theory of 
Constraints find itself? 

In fact, in TOC we force companies 
to use Six Sigma, but it depends 
where. And we force companies to 
use Lean techniques, again it 
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depends where. As a matter of fact, 
where has Six Sigma come from? 
It's come trom physics. | don't see a 
clash; it's not either/ or. They are all 
part of the puzzle, the question is 
how do you put it together. 


Has Toyota Production System, or Lean 
as it's known elsewhere, been a 
runaway success outside of Toyota? 
If you ask, then Toyota (which has 
pioneered Lean, or TPS concept) 
will probably claim that what is 
advocated under Lean (in most 
places) is a distortion. Even 20 
years after companies have copied 
the concept, there is a huge gap in 
performance between | oyota and 
others. Reason is the difference in 
understanding a concept. To 
l'oyota, elimination of waste means 
waste of time and, somehow, when 
it is translated elsewhere it means 
waste of cost. This small difference 
is a killer! In Toyota, the base for all 
the improvements is to straighten 
up the flow and their focus is to 
eliminate all disruptions to flow. 
Often, others seek improvements 
without first putting the flow, so 
most of it appears to give just an 
impression of improvements. So, 
when Toyota sees people ascrib- 
ing its name to this, it is not 
very happy. 


Have they been very vocal in articulat- 
ing the difference between the Toyota 
way, and what others are doing? 

The amazing thing is that though 
they sensed it \ ery deeply and 
expressed it, they did not know 
how to articulate it. As a matter of 
fact, one of the reasons that (I don't 
know how to say it... okay, 1 will say 
it bluntly) 1 am very popular at 
Toyota is because I gave them the 
verbalization (laughs). They regard 
me as the heir of Ohno (Taiichi). 


They see no conflict or competition 
with you, as you have your own theory? 
They do not view TOC as competi- 
tion, but as a natural evolution. 


$ 
h 


Do I have to live in the 
city to work there? 
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siemens integrated mobility solutions enable better connections between 
road and rail travel, because we know how precious your time is. 


Countless millions of commuters travel to work in cities around the globe every day. To them, intelligently connected transport 
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They do not argue with my argu- 
ments, but are in agreement. And 
are contemplating the adoption of 
TOC... due to my work, they want to 
expand it to all other areas. 


How do they view TOC an improvement 
on Lean? 

When my book The Goal was 
published in Japan (six years ago), 
the president of Toyota made 
it mandatory reading for all 
management... 

Toyota is famous for the five 
whys. Most people do not know 
what these are. The concept of five 
whys involves search for the real 
answer: If you are addressing what 
you see, you are addressing only 
the symptom; hence, you have to go 
five times down to the stage where 
things do not diverge anymore, but 
converge and go to the core. Now, 
the problem is it's easy to ask the 
first and the second why, but when 
you come to the third why, you 
come to the real problem. This is 
part of the thinking process of TOC, 
which Toyota realises that this 
process (of reaching the core) be- 
comes a lot easier with TOC, which 
is why they view TOC as a natural 
continuation, an evolution of their 
Lean process. 


So you are, in principle, a great admirer 
of the Toyota System? 

| am. Not of Toyota, but of the 
people who generated it. | am not 
an admirer of the fact that for 20 
years they did not take it to the 
next step. I am admirer of Tatichi 
Ohno; what a guy! 


Is the cause-and-effect, which you 
talk about in your book, a progression 
of TOC? 

From my first book (The Goal), 
everything is based on cause and 
effect—it is the basis of TOC. And all 
of physics is based on cause-and- 
effect, which is actually common 
sense. However, most people do 
not use cause-and-effect, they use 
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EVOLUTION 
OF PRODUCTION 
PRACTICES 


| Henry Ford 
pioneered this in 1913 by integrating 
consistently interchangeable parts with 
standard work and moving conveyance 


Conceptualised 
by Walter Shewhart in 1924 to control 
variation in the production process, this 
was the precursor to the concepts of 
Statistical Quality Control and Six sigma 


! WIOG 
its main focus on quality, this approach 
was developed in Japan through the 

id '60s based on W. Edward 
Deming s statistical approach 


50s an 
L: 


Developed at Toyota between 1948 
1975 by Taichi Ohno, Shigeo Shingo 
and Eu Toyoda, it first became known 
worldwide as Just-In-Time UIT) and 
later as Lean production 


เท 60 เ พ OF Vonstraints: Introduced 
by Eliyahu M. Goldratt in 1983, it sought 
to improve processes Dy continuously 
identifying constraints and working to 
turn them into advantages 


Prof lames Womack described 
the thought process behind TPS and 
called it Lean in the 1990s 


UL vs IPS: Toyota acknowledges 
TOC a as natural evolution of TPS in 2009 





extrapolation. 

Let me tell you a story: Early 
this January, I had five top man- 
agers from a sizeable Japanese com- 
pany that produces electronic com- 
ponents visit me. After five minutes 
into the room and talk of strategy, I 
realised that their real question was 
to know how many people should 
they be laying off? That was a shock 
for me! I can understand that very 
well from an American company, 
but for a Japanese company to talk of 
lay-offs? They do it only when there 
is no other way. They explained 


what was happening and tha: after 
seven years of consistent growth 
their sales had dropped 50 per cent 
in November-December 2008. 

Now, let us see how they went 
about it: Being a components player, 
they checked with companies 
producing electronic systems, and 
found sales had come down... But 
they did not check with the retailer 
who was selling directly to con- 
sumers, who were still buying. 
Which is why they went into total 
panic. By following cause-and-ef- 
fect, we made them check on actual 
demand and to their surprise they 
discovered that it had gone up— 
even in the Us. 


So you don't think there is a problem of 
poor demand? 

In my view, there is no recession— 
even in the us. There is a financial 
problem in certain segments. 
However, unfortunately, everyone 
is reading the same headlines and 
extrapolating facts and reducing 
inventory, which is having a 
devastating effect. 

So, in effect, this company has 
now gone back and is supporting its 
weakest supplier so that it is able to 
match demand—unlike its 
competitor who has already laid 
off 25,000 people in Japan. 

Sometime back when oil prices 
went up, everyone wrote articles 
on the bad impact it will have on 
economy. What happened? Price 
dropped, giving enormous boost to 
the economy. What happened to 
all the metal prices? They halved, 
giving a huge boost to the econ- 
omy... look closely at what's hap- 
pening in China and in India. How 
much the wages are going up... 
China and India are actually turning 
out to be big consumers. As a matter 
of fact, recently China surpassed 
Germany in consumption. We are 
entering into the biggest ever 
economic boom in the history of 
mankind. And people are talking 
about recession. 
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An extraordinary card for a chosen few. 
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[he Citi Platinum Select Card is not just another credit card, it's your entry into 
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A clutch of smaller Indian 
companies has gone 
international by making 
a number of small 
acquisitions the world 
over. The best part: 

They seem to be 
working, unlike some 
multi-billion-dollar 


buyouts. 
VIRENDRA VERMA 
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JANUARY 2007, WHEN TATA STEEL ACQUIRED UK STEEL GIANT CORUS FOR 

$12.2 billion, the transaction heralded India Inc.'s largest ever outbound 

buyout. The pundits were quick to also label the Tata-Corus deal—and 

subsequent multi-billion capers such as Hindalco-Novelis, Tata Motors- 

Jaguar Land Rover and Suzlon-REpower—as a surefire sign that Indian busi- 
ness was finally ready to take on the world. 

The pundits weren't wrong. Making acquisitions for size and scale, amongst other 
objectives like new markets and new products, isn't a bad reason to plant your flag in 
outposts across the globe. The only problem: Big acquisitions take longer to digest—and 
the process gets even more difficult when global economies slip into a down- 
turn. Suddenly, these overseas conquests appear like reckless adventures, 


as demand conditions turn soft and debt suddenly jumps out of the 
books to rudely remind promoters of the perils of putting BIG TRIGGERS 
cash where often the investment bankers’ mouth was. FOR SMALL ACQUISITIONS 


Now cut to a company like the over Rs 3,500-crore It's not just about gaining size and scale. 
agrochemicals firm United Phosphorus Ltd (upi). It W 
hasn't made any billion-dollar deals, but the 26 — Global footprint: This doesn't involve 
acquisitions (including products) it has pulled off setting up countless outposts the world over. Binani 
since 1994—a decade in which going global was Cement, for instance, by acquiring just two strategically- 
considered extreme rather than the norm— located units, can address a fair share of the globe. 
would easily cross that number. UPL is unlikely 
to figure in consultants’ case studies of big- New opportunities: By acquiring in the US, 
bang acquisitions. But consider what UPL has pharma packaging firm Bilcare has hit upon a $21-billion 
achieved: A global footprint that covers 23 — market—that's the value of counterfeit drugs sold in the US. 
countries (which in turn allows it to ad- 


dress customers in 86 countries), a broad Broadbase operations: United Ph 
range of operations that includes agro- buyout of Dutch seed maker Advanta was triggered P the 
chemicals, seeds and biotechnology and impact of biotechnology on the agrochemicals sector. 
significant entry barriers in countries that it 


—Ó 8 ฝ ม่ net Cost arbitrage: Allied Digital acquired a remote 
: th ys ield infrastructure management firm in the US, with the plan of 
mec vr D ce ws offshoring projects to India, where professionals are available 


results. They usually do. : ก 
Like uPL, a host of Indian companies have Sco Wn orte price m Meus 


over the years made sub-billion-dollar : > xus 
acquisitions that have begun yielding benefits Find raw material sources: Ran cid 


that go beyond size and scale. A few have found I 
assured supplies of raw materials, some have been petroleum coke after buying out CII Ca in the US. 


able to lay their hands on high-end talent, and 


others have been able to ride on new opportunities that Access high-end talent: f 
would have taken years to start from scratch. By acquiring companies In the geospatial 
Many of these companies operating in niche areas have information sector, Rolta has been able to 
gone on to become world leaders in their respective areas integrate 400 top-notch consultants from 
via the buyout route. Rain Commodities, for instance, has become the international firms into its stable. 
the world's largest maker of calcined petroleum coke, a raw material 
that's needed to make aluminium and titanium dioxide. 
The companies BT has looked at have made acquisitions in the $10 million- 
$600 million range. The smaller ticket sizes have ensured that they haven't burnt holes in 
their balance sheets. However, many of these firms have used foreign currency convertible 
bonds (FCCBs) to fund their buyouts and a few of them will be challenged at conversion time 
if the stock markets continue to stay bearish. 
Yet, there's little doubt that most of our mini-champs are on the right track. BT profiles 
10 of them. The lesson to be learnt is clear-cut: Small can be beautiful—and often 
works better, too. 
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Agri Aggressor 


United Phosphorus has made 26 acquisitions in 15 years— 
and in most of them it has recovered the investment made in three years. 


OING GLOBAL MAY BE EVERY 
other promoter's favourite 
mantra these days, but Rajju 
Shroff is one entrepreneur who 
looked overseas way back 
in the mid-1950s. When India's 
first industrial policy was announced 
in 1956, with a focus on self- 
sustainability, Shroff, then a 


THE BUYOUT EDGE 


ACQUISITIONS: Advanta BV, 
the Netherlands (2006); 


Cerexagri, France (2007); altogether 
26 acquisitions over the past 15 years 


PRICE TAG: $500 million 


FINANCING: Internal accruals, debt, 
equity and FCCB proceeds 


BENEFITS DERIVED: Entered seeds business; 


received regulatory approvals 


INTEGRATION ACHIEVED: 
Partly 


sprightly 24, set his sights on ven- 
turing abroad. He set up a chemicals 
plant in the UK for his family busi- 
ness. It wasn't until 1969 that Shroff 
founded agro-chemicals and seeds 
firm United Phosphorus (UPL). And 
it wasn't until the early 1990s— 
when Indian businesses were finally 
opened up—that Shroff looked out- 
bound again. Since 1994, UPL has 
made 26 acquisitions—of compa- 
nies and products. 

The buyouts have been across 
the world, right from developed 
countries like the us, the UK, Japan 
and France, to developing ones 
like Argentina and South Africa. 
"An entry into the Us from India is 
very difficult, but with acquisi- 
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tions, it is much easier," explains 
Shroff, Chairman & Managing 
Director, UPL. Many of UPL’s pur- 
chases have been from leading 
global players like Syngenta, Bayer 
and DuPont. 

The common triggers for most 
of these takeovers were access to 
geographies and addition of new 
products to the portfolio. Another 
key reason has been access to reg- 
ulatory approvals. Often, an acq- 
uisition has helped UPL enter areas 
where it did not have a presence, 
and where creating one would 
have been time- and resource- 
consuming. Jai Shroff, CEO, 
UPL, gives the example of 
the buyout of Dutch seed 
maker Advanta, which was 
triggered by the impact of ¥ 
biotechnology on the agro- 
chemicals sector. 

Analysts point out that 
UPL’s acquisitions have helped 
it become a global major in 
generic crop protection, with a 
diversified geographical and 
crop presence. “Such a 
diversification helps UPL 
smoothen the volatil- 
ity inherent in a busi- 
ness dependent on 
weather patterns,” says 
a Kotak Securities rep- 
ort. The report adds 
that UPL’s low cost of 
manufacturing, the 
significant entry 
barriers it has 
built in devel- 
oped markets, 
in the form of 
registrations, 
and an incre- 
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asing global footprint are the com- 
pany’s three distinct edges. 

UPL’s guiding principle when 
making acquisitions is that the inv- 
estment needs to be recovered in 
three years. If it can’t, the acquisi- 
tion does not make sense. Over 
the past five years, in which 
UPL has made 16 acquisitions, rev- 
enues have increased 4.3 times, 
to Rs 3,761 crore as of 2007-08. 
Net profit has jumped 6.7 times 
to Rs 281 crore. Profitability at its 
two largest acquisitions, Cerexagri 
and Advanta, has improved. 
VIRENDRA VERMA 


United Phosphorus’ 
R. Shroff: Now, a 
VioDal Major 
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Its Raining Cash 


Calcined petroleum coke may sound esoteric, but not for Rain Commodities, 
which has emerged as the world's largest producer of this raw material. 


or the Hyderabad-headquar- 

tered Rain Commodities Ltd 
(RCL) to make the move from Asia's 
largest to become the world's largest 
player in calcined petroleum coke 
(CPC). CPC is a critical raw material 
that is needed to make aluminium 
and titanium dioxide. In July 2007, 
RCL bought cii Carbon LLC of the us 
for $595 million. At a stroke, its 
market share climbed from 3-4 per 
cent in the important and organised 
western market to 14-16 per cent. 

“We became four times larger. 
From a total production capacity 
of just 0.6 million metric tonnes 
per annum, we reached over 2.4 
million metric tonnes with this acq- 
uisition," says T. Srinivasa Rao, 
Vice President (Finance), RCL. 

The game-changing nature of 
this acquisition is evident in RCL’s 
top-line itself—roughly half of its to- 
tal consolidated revenues of 
Rs 4,561 crore in 2008 came 
from the Us company. “It has 
added to the top-line, bottom 
line and we have become a 
stable player because of this,” 
says Rao. On annualised 
basis—the company changed 
its accounting year from April- 
March to January-December in 
2008—net profit on a consoli- 
dated basis was up almost four 
times to Rs 404 crore in 2008 from 
Rs 104 crore a year ago. 

RCL financed the acquisition 
via loans from Citibank and ICICI 
Bank. The loans are repayable 
by 2014-15, giving the company 
enough headroom to generate 
cash flows. In 2008, RCL generated 
Rs 510 crore in cash after tax and 


I: TOOK JUST ONE ACQUISITION 
f 


expects to maintain a similar trend 
in 2009. Out of a total long-term 
loan of $535 million (the balance in 
the $595 million deal is the equity 
component of $60 million from 
the company), it has already paid 
back $21 million to the lender 
banks till December 2008. Over 
the next four years, it will be paying 
$128 million ($32 million per year) 
and between 2013 and 2015 the 
remaining $386 million. 

Rao adds that apart from size 
and scale, another big benefit of 
the buyout of cit Carbon is the syn- 
ergy being derived, which has res- 
ulted in savings of *millions of dol- 
lars". What's more, RCL has been 
able to secure an assured supply of 
the raw material—anode grade 
green petroleum coke—which was 
in short supply at the time of 


THE BUYOUT EDGE 


ACQUISITIONS: CII Carbon LLC, 
US (2007) 


PRICE TAG: $595 million 


FINANCING: Loans from Citibank and 
ICICI Bank; repayable by 2014-15 


BENEFITS DERIVED: Became the world’s largest 
producer of calcined petroleum coke 


INTEGRATION ACHIEVED: About 250 
new employees; “zero attrition” 
at the senior level 


acquisition. The other benefits inc- 
lude long-term relationships with 
cil Carbon's suppliers as well as a 
diversified customer base that is 
spread across the western world. 
The acquisition also brings to 


RCL’s Rao 


A. PRABHAKAR RAO 





the table cn Carbon's proprietary 
technical know-how, which is being 
used to optimise the performance of 
RCL’s India operations. For instance, 
one of its technologies has helped 
reduce fuel consumption in the kilns 
by 50-60 per cent, implying sav- 
ings of $2 million annually just by 
using a single technology. This is not 
a bad going for RCL, which, before 
the acquisition of cli Carbon, was 
perhaps better known as a cement 
manufacturer, with the brand name 
Priya Cement. 

E. KUMAR SHARMA 
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CRAMS Caper 


Jubilant Organosys is currently in a sea of red, but two 
acquisitions in North America hold the promise of trans- 
forming the company's fortunes over the longer term. 


AKING SCIENCE WORK FOR 

you is Jubilant Organosys' 

corporate slogan. Along 
with science, acquisitions, too, 
seem to be working like a charm 
for this maker of pharmaceutical 
intermediates. It recently began 
offering end-to-end integrated 
global custom research and man- 
ufacturing services (CRAMS). The 
company that began in 1978, pro- 
ducing organic chemicals—it did 
so till the early 1990s—acquired 
two companies in West over the 
past two years—Draxis Specialty 
in Canada and Hollister-Stier in 
the Us—to flag off its CRAMS 
focus. Draxis offers products 
in three categories—sterile, 
non-sterile and radiophar- 
maceuticals. Hollister-Stier 
is a contract manufacturer of 
sterile injectibles and aller- 
genic extracts (used to diag- 
nose allergies). 

"These acquisitions are in line 
with our strategy to focus on con- 
solidating our global position as 
one of the leading contract man- 
ufacturing players, in the North 
American market," says Shyam 
Sunder Bhartia, Chairman and 
Managing Director, Jubilant 
Organosys. He says with the inte- 
gration of sterile injectibles busi- 
ness of Draxis and Hollister-Stier, 
“we have strengthened our con- 
tract manufacturing business". 

Besides enabling a rapid scale- 
up, the acquisitions have also 
helped improve the margin profile 
of Jubilant. For instance, the 
Indian management has managed 
to maintain the 25 per cent oper- 
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ating margins of Hollister-Stier 
and Draxis, giving the consoli- 
dated company operating margins 
of around 19 per cent. 

The us companies have also 
begun contributing to sales and 
profits. For the nine months ended 
December 2008, Hollister-Stier 
contributed 9 per cent to sales 
and 10 per cent to operating prof- 
its, whilst Draxis brought in 


THE BUYOUT EDGE 
ACQUISITIONS: Draxis Specialty, 


Canada (2008); Hollister-Stier, US (2007) 


PRICE TAG: $253 million and 
$122 million, respectively 


FINANCING: Foreign currency convertible bonds 


BENEFITS DERIVED: Ready-made 
regulatory approvals 


INTEGRATION ACHIEVED: Businesses 
of the two acquired companies 
integrated into two 
verticals 


10 per cent of sales and 12 per 
cent of operating profits. 
"Jubilant Organosys has 
emerged as the largest CRAMS 
player in India through its vari- 
ous organic and inorganic initia- 
tives," says Ajay Parmar, Head 
(Research), Emkay Global Fina- 
ncial Services. He adds that the 
pharmaceuticals and life sciences 
arms of Jubilant—which make up 
67 per cent of the company's total 
portfolio—will grow at a cumula- 
tive average rate of 34 per cent 
in 2009-2011. The acquisitions 
will clearly be playing their part 


SHEKHAR GHOSH 


Jubilant Organosys' Bhartia: H 
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with Hollister-Stier expected to 
power ahead by 39 per cent and 
Draxis by 47 per cent. 

Having said that, it hasn't 
been a great year for Jubilant 
so far. In the nine months 
till December, the company 
plunged headlong into the 
red, with a loss of Rs 137.53 
crore as against a net profit of 
Rs 342.35 crore a year ago. The 
loss is courtesy of provisions for 
exchange rate fluctuations on the 
foreign currency convertible 
bonds (FCCBs) Jubilant had raised 
to fund the acquisitions. The 
FCCBs come up for conversion in 
May 2010 and May 2011. 
However, Jubilant's share price 
has crashed by 75 per cent from 
its peak, making it unattractive 
for bond holders to opt for con- 
version (assuming the price stays 
the same or deteriorates further). 


Jubilant found a way out by buy- 


ing back the bonds worth $59.4 
million with the help of internal 
accruals and external commer- 
cial borrowings. 

VIRENDRA VERMA 
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Labour 
Gains 


Sintex is riding on a cost 
arbitrage opportunity as it 
goes about making three 
buyouts in its core business 
of specialised plastics. 


N EARLY 2000, WHEN SINTEX 

Industries made a small int- 

ernational acquisition in tex- 
tiles, the management discovered 
that the huge labour-cost arbitrage 
advantage was working wonders. 
The Ahmedabad-headquartered 
company then decided to apply the 
same formula to its other business of 
specialised plastics (or composites). 
“Whatever applies to textiles should 
apply to composites as both are 
highly labour-intensive industries, " 
explains Amit Patel, Managing 
Director, Sintex Industries. 

That logic has some merit, 
what with Sintex's three interna- 
tional acquisitions and two back 
home in the composites space 
proving pretty successful. The only 
exception would be Geiger 
Technik of Germany in which 
Sintex picked up a minority 
stake—this transaction hasn't yet 
been completed as the German 
firm has filed for bankruptcy. 

However, there's little doubt 
that the contributions from the 
other acquisitions have been sub- 
stantial. Consider this: Till the 
mid-1990s, Sintex was mainly 
known for its overhead water 
ranks. The inorganic growth ref- 
lects well in the top-line, with alm- 


ost a third of the consolidated rev- 
enues of Rs 2.200 crore in the first 
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nine months of the current fiscal 
coming from international operations. 
International acquisitions have 
helped the company in multiple 
ways. On the labour front, for ins- 
tance, the company has been able to 
shave off 9-11 per cent in costs by 
shifting manufacturing to India—at 
the overseas locations these costs 
were in the 36-42 per cent range. 
Sintex is setting up a new facility in 
Chennai for Schneider Electric, a 
client of one of the acquired firms, 
Nief Plastics of France. The making 
of composite electrical accessories 
will be outsourced to this unit, cour- 
tesy of the Nief relationship. 
Along with high-end customers, 
Sintex has also got a foothold 
into sectors it wasn't present in 
before. With Nief in tow, for 


THE BUYOUT EDGE 
ACQUISITIONS: Wausaukee 
Composites, US (2007); 

Nief Plastics, France (2007); Nero 
Plastics (acquired by Wausaukee), US 


PRICE TAG: $20.5 million, $58 million and 


$4.77 million, respectively 


FINANCING: Foreign currency convertible bonds 


and an equity issue 


BENEFITS DERIVED: Low-cost outsourcing from 


India, access to OEMs for business 


INTEGRATION ACHIEVED: Part of 
manufacturing shifted 
to India 


E 


Sintex’s Patel 





instance, Sintex now has a pres 
ence in electricals, automotives 
aerospace and defence. Other ben 
efits from the buyouts include acces 
to ready technology and extensiv 
distribution networks. 

The glow of the overseas acq 
uisitions is also beginning to shov 
on profitability. Operating mar 
gins have increased to 12 per cen 
from 8-9 per cent that prevaile 
before Sintex bought these opera 
tions. *Our objective was to reac 
16 per cent operating margin level 
by 2009-end, but due to the dowr 
trend in the us, this could not b 
done," says Patel, referring to th 
purchase of Wausaukee Composite 
in the Us. No such problems wit 
Nief Pastics, though, what wit 
operating margins expected to h 
12.5 per cent by December 200* 
compared with 7.5-8 per cent at th 
time of acquisition. 

The global recession, thougl 
is leaving its mark on Sintex, pai 

ticularly in the us. Patel doesn 
expect the situation to improv 
before 18 months. But wit 
net profits rising by 55 per cer 
in the first nine months « 
the current fiscal and $300 mi 
lion cash in the bank, Patel hz 
less to worry than most othe 

promoters. 
VIRENDRA VERM 
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Inorganic Prescription 


Plethico Pharma has used acquisitions to foray into 
new markets—and into a high-growth area of medicine. 


ILL. NINE YEARS AGO, IT WAS 

iust another manufacturer 

of price-controlled prescrip- 
tion drugs—anti-TB and anti-malar- 
ial—in the Indian market. Then, in 
2000, it moved to being a herbal 
and nutraceutical (medicines made 
from food extracts) company. In 
2003-04, the Mumbai-based Plethico 
Pharmaceuticals decided to stretch its 
wings into new geographies, and 
acquired a 51 per cent stake in 
Rezlov, Kazakhstan, for around Rs 





THE BUYOUT EDGE 
ACQUISITIONS: Rezlov, CIS Region 
(2003-04); Natrol, US (2008); 
PRICE TAG: $127 million 


FINANCING: Internal accruals, 
FCCB proceeds, debt 


BENEFITS DERIVED: Gained 

control over the CIS region. Natrol gave a 

global reach and Tricon helped get a 
foothold in retail pharmacy 


INTEGRATION ACHIEVED: Plethico believes in 
letting the acquired companies be 
run by original promoters 


100 crore. Thus began Plethico's 
shift from a humble over-the- 
counter player to a herbal and 
nutraceutical major with a diversi- 
fied international presence. 

From Kazakhstan, Plethico 
moved into the us by buying out the 
Chatsworth (Los Angeles, 
California)-headquartered Natrol 
Inc. for $82 million last January, 
two years after going public. Natrol 
is a specialist in body-building sup- 
plements with a widespread us and 
Canadian distribution network. 
Soon after acquiring Natrol, Plethico 
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acquired a 20 per cent stake in 
Tricon, a Dubai-based retail phar- 
macy chain for $20 million. 
Suddenly, Plethico had emerged 
as a company with an international 
footprint. The acquisitions gave the 
company a foothold in—besides 
the us—other regulated markets 
like Europe, Australia, New 
Zealand, Hong Kong and China. 
It also now has a presence in the CIS 
(with Rezlov), Africa, South East 
Asia, Latin America and the GCC 
(Gulf Cooperation Council). 
*Given this huge scale of 
operations, it truly makes us a 
global player. The size of the 
nutraceuticals market is $200 
billion plus and we are aiming to 
garner a big chunk of it," says 
Shashikant Patel, Chairman X 
MD, Plethico Pharmaceuticals. 
The Natrol acquisition could 
prove to be the game-changer. As 
Sanjay Pai, Chief Financial Officer, 
Plethico, points outs, there were 
three big triggers for the transac- 
tion. One, it helped Plethico become 
an international herbal and 
nutraceutical player with a strong 
American brand. Two, it can have 
access to a manufacturing base cer- 
tified by the us Food & Drug 
Administration. And, three, Natrol 
has a huge retail reach with some 
55,000 outlets across the Us. A pres- 
ence in the Us with Natrol has also 
given Patel a chance to cross the 
final frontier—and take a home- 
grown product, Traisil, herbal 
lozenges to the us. Plethico may also 
soon look at transferring produc- 
tion back home to its manufacturing 
base in Indore in Madhya Pradesh. 
Patel reveals that the acquisi- 
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Plethico's Patel: Going for a diversified 
international presence 


tions account for 45 per cent of 
Plethico's consolidated revenues. 
The company was growing on a 
standalone basis at an average 
rate of 40 per cent over the past 
five years. But, the Us acquisition 
has played a spoiler on the net 
profit margin, dragging it down 
from 25 per cent on a standalone 
basis to 18 per cent on a consoli- 
dated basis. However, Patel sees 
an increase in margins in the 
medium term, once the integra- 
tion is truly complete. 

Plethico financed the Natrol ac- 
quisition with an issue of foreign 
currency convertible bonds (FCCB) of 
$75 million. The bonds come up for 
conversion in October 2012. “To 
look into and evaluate options for 
managing the liabilities of the com- 
pany through various initiatives, 
such as amending the terms and 
conditions of the outstanding FC- 
CBs issued or restructuring the FCCBs, 
we have appointed Jefferies 
International to advise us to attain 
the objective," explains Pai. 

ANUSHA SUBRAMANIAN 


Right Place for the Right Price 


Bilcare buys its way into high-growth developed 
markets for pharmaceutical packaging. 


VER THE PAST THREE YEARS, 

revenues and net profits of 

pharmaceutical-packaging 
firm Bilcare have soared four-fold 
and three-fold, respectively. That 
growth has coincided with four ac- 
quisitions it made in the Us, the UK 
and Singapore. In 2005, Bilcare 
plunged into the highly-regulated us 
market by acquiring the assets of 
Pro Clinical, a pharmaceutical pack- 
aging firm. Close on the heels of this 
buyout came three more. 

Result? Revenues from interna- 
tional operations, in the first nine 
months of the year ended March 
2009, have doubled to 40 per cent 
from 20 per cent in the year ended 
March 2007. During this period 
the companies' revenues have 
grown 40 per cent, implying that 
the international portfolio had 
plenty to do with that growth rate. 

"The speed of growth has been 
because of our strategy of 
mergers and acquisitions 
(M&A),” says Vineet Mehrotra, 
Vice-President (Finance), 
Bilcare. He adds that the 
M&A burst helped the com- 


pany save 12-15 months in FINANCING: Internal accruals and FCCB proceeds 
BENEFITS DERIVED: Access to technology and 
regulatory approvals like the USFDA's 


getting to market. Like drugs, 
pharmaceuticals-packaging 
products also need regulatory 
approvals, and this exercise can 
prove time-consuming. 

But the triggers for the acquisi- 
tions were not just size and time. In 
the us, for instance, other than Pro 
Clinical, Bilcare has also acquired 
International Labs, a packaging- 
solutions firm, along with 
MeadWestvaco Corp. The Pune- 
headquartered company felt it 
needed to be present in the us be- 


cause of the sheer opportunity that 
exists in that market. That's be- 
cause 7-8 per cent of the drugs sold 
in the US are counterfeit, and one 
way to reduce that number is with 
better packaging. The us pharma 
industry is estimated to be as large as 
$300 billion, so the addressable 
market in terms of just counterfeit 
drugs is a mind-boggling $21 billion. 

Bilcare has consciously looked to 
make small buyouts—the largest 
purchase so far has been for $15 
million, of Singular ID in Singapore, 
a provider of technology for anti- 
counterfeiting and brand-security 
products and services—and then 
proceed to grow them organically. 

Bilcare has realised the im- 
portance of promoting interac- 
tion between the four firms ac- 


THE BUYOUT EDGE 


ACQUISITIONS: Pro Clinical, 
US (2005); DHP Ltd., UK (2006); 
Singular ID, Singapore (2007); 
International Labs, US (2008) 


PRICE TAG: $35 million. 


INTEGRATION ACHIEVED: Sharing of 
technology and development of 
packaging products 


quired rather than allowing them 
to work in silos. Just one exam- 
ple: A lot of the research & 
development activity is shared 
between the various businesses. 
Despite acquisitions in high-cost 
centres, Bilcare has no plans to shift 
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Bilcare's Mehrotra 





them to India. Reason: Locational 
advantages, logistics, and being close 
to the customer. Singular ID in 
Singapore, for instance, is very close 
to the Changi airport, enabling 
clients to visit the site while in tran- 
sit rather than make special visits. 
Then, the port facilities in Sing- 
apore, too, are top-notch—it takes 
just 30-35 days for a shipment to 
reach any part of the world, com- 
pared to 65 days from India. Throw 
in a 10-year-tax holiday, and a 
Singapore buyout is indeed a com- 
pelling proposition. 
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A. PRABHAKAR RAO 


Raising the Bar 


Overseas acquisitions have helped Bartronics scale 
up from being a local player to one that's bagging 
bigger-ticket international projects. 


Bartronics' Rao: Pre! 


rani 


HAT'S COMMON TO SEC- 
tors like healthcare, 
leisure & entertainment, 
transportation and the govern- 
ment? Answer: They’re all perc- 
eived to be less-prone to reces- 
sion than most other industries. 
So, when you are present in 
these sectors—and, that too, in 
the US where the R-word is on 
almost every lip—you have to be 
in a relatively sweet spot. As far as 
Bartronics India—a domestic maj- 
or in radio frequency identifica- 
tion (RFID) technology, bar-coding 
and smart cards—is concerned, 
the us is still a land of plenty. 
Propelling Bartronics into an- 
other league are two acquisitions 
made in January 2008 in the us 
for $50 million, of Proximities 
Inc. and Software Research 
Group (SRG) America Inc. These 
were joint buyouts as one would 
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BENEFITS DERIVED: Rapid scaling-up, broadened 





THE BUYOUT EDGE 


ACQUISITIONS: Proximities Inc. and 
Software Research Group 
America Inc. (2008) 


PRICE TAG: Roughly $50 million 


FINANCING: FCCB issue in Jan. 2008, which 


was fully subscribed for $50 million 


customer base and global footprint 


INTEGRATION ACHIEVED: Around 200 
have come on board, including the sen- 
ior man t of the 
acquired companies 


make little sense without the 
other, explains Sudhir Rao, 
Managing Director, Bartronics 
India. That’s because Proximities 
Inc. is a pure-play technology 
company that has patents in RFID 
an area in which Bartronics is a 
dominant player in India, while 


people 


sRG America Inc. is a pure-play 
software development company 
that is 10 years old and came 
with some 15 live customers in 
the key recession-proof sectors 
mentioned earlier. In leisure & 
entertainment, for instance, its 
customers include Disneyland and 
NASCAR (auto racing). Bartronics 1s 
one of the vendors involved in 
doing a pilot project for a cashless 
payment transaction system us- 
ing RFID wristbands. 

“In bad times our solutions are 
in greater demand,” says Rao. “That 
is a fundamental truth because we 
provide solutions in the automatic 
identification and data capture 
arena; these help our customers by 
providing them with accurate data 
and make them more efficient, 
productive and effective.” 

Rao adds that inorganic growth 
was always a priority for Bartronics 
when it came to gaining a foothold 
in the us. “If we had to set up our 
own operations in the Us it would 
take us a minimum of a decade 
to establish ourselves,” he explains. 

In the very first year after the 
acquisition—the calendar year 
ended December 2008—the two 

entities in the US notched up a 
top line of $40 million. This 
will help Bartronics hit total 
revenues of Rs 500 crore for 
the year ended March 2009, a 
78 per cent growth over the 
previous fiscal. A year later, 
Bartronics hopes to maintain 
the pace, and close with rev- 
enues of Rs 1,000 crore. “The 
reason for this confidence is we 
have become eligible to bid for 
larger projects,” explains Rao. Sure 
enough, the average ticket size of 
projects being executed has gone 
up from Rs 5 lakh to over Rs 1 
crore. Rao gives the example of a 
recent project from the Delhi 
Municipal Corporation, which is 
worth Rs 5,000 crore in revenues 

over nine years, starting 2010. 
E. KUMAR SHARMA 


Mapping the Globe 


Rolta India has used buyouts to carve a unique 
niche for itself in a high-end technology arena. 


Rolta’s Singh: 


que DUSIN 





E'S USED ACQUISITIONS, 

along with joint ventures 

and sheer organic 
growth, to create a unique busi- 
ness model. So much so, that 
the Rs 1,000-crore Rolta India 
has emerged amongst the five 
leading companies in the world 
in Geospatial Information Sector 
(GIS) technology that’s used for 
the purpose of mapping, satellite 
imagery and infrastructure 


THE BUYOUT EDGE 


ACQUISITIONS: Orion Technologies, 
Canada (2007); TUSC, US (2008); 
Whitmanhart Consulting, US (2008); 
Piocon Technologies, US (2008) 


PRICE TAG: Over $100 million 
for six acquisitions 


FINANCING: FCCB proceeds 


BENEFITS DERIVED: Has helped move up the 


value chain, into products. 


INTEGRATION ACHIEVED: Added 400 
high-level consultants to 
Rolta India 


Ii NVANSO'O LIHOVM 


development. Over the past 18 
months, Rolta has made six 
international purchases for a 
little over $100 million. These 
include Orion Technologies in 
Canada, which specialises in 
enterprise web-Gis (innovative 
technologies that are web-based 
and platform-neutral geospatial 
solutions); and three firms in 
the us: A consultancy operating 
in the business intelligence 
arena, an ERP consulting firm 
and an IT services provider that’s 
sharply focussed on the oil & 
gas sector. Rolta has also 
acquired intellectual property 
rights (IPR) from two companies 
in the Us and Canada. 

Says K.K. Singh, Chairman 
& Managing Director, Rolta 
India: “The acquisitions have not 
been just for traditional reasons 
such as increasing revenues and 
profits but also to move up the 
value chain.” Singh has also done 
well to set the stage for 400 top- 
notch consultants from the in- 
ternational firms to blend in with 
the Rolta stable. 

Singh expects the acquisitions 
to add $100 million to Rolta’s 
revenues in the year ending June 
2010—which by some estimates 
would be 25-30 per cent of the 
top line. The global recession 
notwithstanding, Singh is opti- 
mistic about achieving a growth 
of 25-30 per cent in the current 
fiscal. Rolta funded the six buy- 
outs via a $150-million issue of 
foreign currency convertible 
bonds (FCCBs) in July 2007, 
which will come up for 
conversion five years hence. 

ANUSHA SUBRAMANIAN 
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Allied Digital's Shah: 


เ 





Remote 
Control 


Allied Digital rides 

on the next big 
opportunity in IT services 
with a buyout in the US. 


O MAKE AN ACQUISITIO? 
at the peak of the sub- 
prime crisis in the 
would be considered foolhardy 
for most businesses. Unless, vou 
are in one that could actually 
benefit during recessionary con- 
ditions. Allied Digital Services 
Ltd (ADSL) may be one such firm. 
An IT infrastructure-manage- 
ment service provider, ADSI 
manages company servers, IT se- 
curity and such related activi- 
ties which, in industry parlance, 
are classified as remote infra- 
structure management (RIM). 
So, what does a company 
like ADSL do? It acquires an RIM- 
company in the us, called En 
Pointe Global Services, out- 
sources the work to India, and 
hopes to cash in on the cost ar 
bitrage advantage. “The busi 
ness Opportunity in the Us is 
huge despite the subprime CTISIS. 
For instance, a Cisco-certified 


APRII ) E^ 57 


bt cover story 


THE BUYOUT EDGE 


ACQUISITIONS: En Pointe Global 
Services, US (2008) 


PRICE TAG: $10 million and a 4.11 
per cent stake in Allied Digital 


FINANCING: Proceeds from an IPO 


3ENEFITS DERIVED: Access to big customers like J P 
Morgan and American Airlines and offering 
other services to existing customers 


INTEGRATION ACHIEVED: Underway, 


with a part of the manpower 
to be shifted to India 


inter-networking professional in 
the us is available for $150,000 a 
year whilst in India I can get one 
for Rs 15 lakh ($30,000)," says 
ADSL Chairman & Managing 
Director Nitin Shah. 

A study by rr industry body 
NASSCOM last year said RIM busi- 
ness is the next big opportu- 
nity for India's rr industry. The 
apex body highlighted that the 
total addressable market is 
estimated to be about $100 
billion, and of this, India is 
well-positioned to capture $13- 
15 billion by 2013. 

With En Pointe in the bag, 
ADSL gets direct access to mar- 
quee customers like JP Morgan, 
American Airlines and Mitsubishi. 
And, of course, it gets a ready- 
made outpost in the us. “It would 
have taken us five years to get 
to the size of the business En 
Pointe has," says Shah. 

The numbers indicate that 
ADSL is gaining from the acquisi- 
tion, within just six months. 
*Business has already increased 
to $50 million compared to $40 
million at the time of acquisition, " 
says Shah. He adds that the 
operating profit margin will climb 
to 22-25 per cent (after full inte- 
gration) from 10-12 per cent— 
that's primarily due to the lower- 
cost associated with offshoring 
activities, and the ability to provide 
additional services to the us clients. 
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Concrete Gambit 


Binani Cement has gone where no Indian cement maker 
has gone before—overseas, via two strategic buyouts. 


ONVENTIONAL THINKING IS 

that cement is a localised 

business, and vou're best 
placed manufacturing and selling it in 
your own backyard. Trust Managing 
Director Vinod Juneja to challenge 
conventional thinking, In early 2008, 
Binani Cement Ltd. (BCL) went on to 
acquire cement companies in Dubai 
and China. *By having a presence in 
different markets we can de-risk the 
business," says Juneja. 

Juneja is confident about the 
strategic location of his overseas 
units, which could help him address 
a fair portion of the globe. Via Binani 
Cement Factory LLC in Dubai (on 
the coast), in which BCL has picked 
up a 49 per cent holding, Juneja can 
tap into the neighbouring export 
markets of Africa and West Asia. 
He has also succeeded in setting up 
an outpost in China via his control- 
ling stake in the Singapore-incorpo- 
rated Krishna Holdings Pte; this 
company owns 70 per cent in 
Shandong Binani Rong'an Cement 
Co. Analysts reckon Binani would 
have paid around $30 million for 


THE BUYOUT EDGE 
ACQUISITIONS: Krishna Holdings Pte, 


Singapore (2008); Binani Cement Factory 


LLC, UAE (2008) 
PRICE TAG: $41 million* 
FINANCING: Through debt 


BENEFITS DERIVED: Access to local 
markets, raw materials, 


INTEGRATION ACHIEVED: Started importing 
clinkers from India 


*Industry estimates 


the Dubai acquisition and $11 mil- 
lion for the Chinese cement plant. 
The coastal location of both 
plants (Dubai and China) allows BCL 
to export—and, that too, at a mini- 
mum cost of transportation. BCL will 
now set up a clinker-grinding plant in 
Mauritius with a capacity of one- 
million tonnes. This plant will also 
cater to Asian and African markets. 
The advantage of having a plant in 
Mauritius is that it is a tax haven; the 
same applies to the units in Dubai 
and Shandong in China. 
VIRENDRA VERMA 
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INDIA ON 
WHEELS? 


Ratan Tata has changed the game in car 
manufacturing by producing the world's 
most affordable car. Now he's got to make 
it a money-spinner. SUMAN LAYAK 





HOW TATA KEPT 
THE LAK 
PROMISE 


I will build a car for the great 
multitude. It will be large enough 
for the family, but small enough 
for the individual to run and care 
for. It will be constructed of the 
best materials, by tbe best men to be 
hired, after tbe simplest designs tbat 
modern engineering can devise. But 
it will be low in price... 
MIDST ALL THE HYPE 
surrounding the launch 
of the world's cheapest 
car last fortnight, it's 
tempting to believe that it was 
Ratan Tata who mouthed these 
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Two-cylinder engine 
instead of a three-cylinder 
one helped lower weight as 
well as cost 


words around the time he con- 
ceived the Nano, some six years 
ago. But the original vision for an 
affordable car for the working class 
man and his family belongs to 
Henry Ford, who launched the 
Ford Model T in the us in the early 
1900s. It became a commercial 
success, put America on wheels 
and went on to become the first 
world car. 

À century later, the Chairman 
of Tata Motors and the Tata Group 
has brought his own vision—not 
too dissimilar from Ford's—to 
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fruition. He's flagged off the world's 
cheapest car. He's brought it within 
reach of Indians who couldn't dream 
of owning a four-wheeler—currently 
only eight in a thousand Indians 
own a car. But that's just one part of 
what Ford achieved. Just like Ford 
did for the Model T, Tata's now 
got to make the Nano a money- 
spinner. To do that he's got to sell it 
to at least 2 million customers— 
most of them in India (urban, semi- 
urban and rural), and quite a few of 
them around the world, including 
the developed world. 

"We have met most of the 
goals we had set out with. We 
are providing a new form of trans- 
portation to India and, later, to 
other parts of the world," Tata 
said last fortnight, a few hours 


Wheels with three mounting 
bolts instead of the normal 
four was another simple 
innovation to cut costs 


before officially unveiling the car 
to the world. 

Tata's passion for the Nano 
extended beyond Bombay House 
(the Tata headquarters) right to 
the test tracks of Tata Motors' 
Pimpri (near Pune) factory. If the 
Nano is a peppy car, thank Tata. 
For it was the Chairman who, after 
driving a Nano prototype, asked 
his team to soup up the engine to 
add a little more pep. Result? 
A 623cc engine that delivers al- 
most as much power as the Maruti 
800, India's smallest car till the 


Nano arrived. 

The teams working on the 
engineering and design of the Nano 
aver that almost everything about 
the car has Tata's signature on it, 
right from the external styling to 
the interiors. Tata would routinely 
question virtually every single 
decision about the car in the 
development phase. He would test- 
drive the prototypes every other 
month on the test tracks of the 
Pimpri factory and come back with 
inputs (Tata always drives in the 
40-60 km/hr band, even on test 
tracks, reveal engineers who 
worked with him). That is why 
when you push back the driver seat 
in a Nano—even if you are a tall 
man—you feel you have much 
more than adequate space. 


Leaner material (than 
in other cars) used in 
seats, dashboards and 
metal sheets 









The Nano—which Tata Motors 
claims to be 21 per cent more 
spacious than the current smallest 
car in the Indian market—on its 
own is doubtless a wonder 
machine. But alas, it is just a cog in 
a larger organisation called Tata 
Motors, which also makes 
commercial vehicles and other cars 
—segments that are in the throes of 
a recession. The company crashed 
into the red to the tune of Rs 
263.2 crore in the December- 
ended quarter—its largest ever 
quarterly loss—and the three 


THE NANONOMICS 


The small car needs the 
big numbers. 


2 million cars 


The Nano project will recover 
its costs of Rs 2,000 crore when 
so many cars are sold 


w.................... + 


Estimated time to recover 
these costs 





Project will become profitable 
at the net level only when it 
achieves full capacity at its 
Sanand plant 


——— eee 


per Car 


Average operating profit 
per car sold (across all models) 
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80% 


of total cost per car: Raw 
materials 


of total cost per car: labour 


5% 

of total cost per car: 
Administration (including 
advertising and promotions) 
2% 

Expected contribution to Tata 
Motors’ revenues in 2009-10 


Source: Estimates by research analyst 
Chetan Vora of BRICS Securities 
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months ended March won't be 
better by much. To compound 
a grim picture, the two premium 


international car brands 
that it picked up last year for $2.3 
billion (Rs 11,500 crore at cur- 
rent rates), Jaguar and Land Rover, 
are proving to be millstones in a 
recessionary market. 

Against such a dismal setting, 
what can the Nano do? Virtually 
nothing for the next couple of 
years. Brokerage and financial 
services Company BRICS Securities 
estimates that around 41,000 cars 
will be sold in the financial year 
2009-10; this will constitute just 2 
per cent of Tata Motors’ total 
revenues. The car is expected to 
recover its costs—Rs 2,000 crore 
and counting—only when 2 
million units have been sold. That 
itself could take eight years, says 
Chetan Vora, Research Analyst 
at BRICS Securities. “The project 
will generate net profits only 
when production hits 5 lakh cars 
a year,” he adds. 

It's clearly a high-volume, low- 
margin game. Analysts estimate a 
10 per cent operating margin on 
each Nano sold. And break-even 
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HSOH®D HYH M3HS 


“ Just that it is a Rs 1 lakh car doesn't make it a people s car. 
What does is that you can book a Nano with just Rs 2,999. 


The bank will lend the rest" 


RAVI KANT/ Managing Director/ Tata Motors 


THE JLR HEADACHE 


The big-ticket Jaguar Land 
Rover acquisition is hurting ... 


@ The deficit in the JLR pension fund. 
With 50% of it in equities, BRICS Secur- 
ities estimates a hole of $700 million 


@ The equity dilution to raise funds for 
the acquisition will bring down EPS 
by 25% without any revenue loss 


@ Analysts estimate volume drops of 
between 10 and 40 per cent at JLR 
in the last quarter 


@ JLR made losses in 2004, 2005 and 
2006 and was put on the block 
when it turned the corner in 2007 


...and is largely responsible 
for a large funding gap. 


FUNDS (Rscr) COMMENTS 
Short-term 7,000 Huge short- 
loan repayments term loans 
due to high 
inventories 
Bridge Loan 10,000 To be pn 
on UK subsidiary replaced by 
June '09 
Standalone ^ 2,600 Rs 600 cr by 
capex FY09-end; 
Rs 2,000 cr 
in FY10 
Total funds required: 
Rs 19,600 cr 
Operating 2,000 Estimated 
cashflows operating 
cashflows for 
FY10E 
Public 800 Deposits 
deposits recently raised 
from public 
Total funds expected to 
be generated: Rs 2,800 cr 
ว ก ญา ให to be filled: 
Rs 16,800 cr 


Source: Edelweiss Research 


will take its time. Ravi Kant, 
Managing Director, Tata Motors, 
estimates that 50 per cent of 
production—of a total half a 
million that the company hopes to 
produce in two phases at the 
Sanand plant in Gujarat—will be of 
the Rs 1 lakh car. But according to 
Kant, it's not the Rs 1 lakh (and a 
little more after it hits the road) 
price tag that makes the Nano a 
people's car. “It’s a people's car 
because you can book a Nano with 
just Rs 2,999, Banks will lend you 
the rest," says Kant. 

Whilst sceptics dismiss that as a 
gimmick—it’s still the car with the 
heftiest booking amount, never 
mind its total price tag, they smirk 
—fact is that Tata Motors' 
engineers have burnt years of mid- 
night oil to make the car cheap. 
The Nano has features that no 
other car has in India. For instance, 
a rear engine makes the front of 
the car so light that steering be- 
comes a dream—especially round 
tough corners. The team has used 
conventional material for the car— 
metal has not been replaced by 
plastic. But thinner grades have 
been used with ribbed structures 
for strength. 

The Nano may have little to 
contribute to the top line in the 
near term, but it could help it sort 
out some cash flow issues—for 
2008-09, operational cash flows 
are negative to the tune of a little 
under Rs 2,000 crore. Deepak Jain, 
Research Analyst, Edelweiss Capital, 
estimates that the company will be 
able to raise as much as Rs 1,450 
crore through the booking process. 
Of this, more than Rs 900 crore 
will be almost an interest-free 
deposit till the cars are ready. 


But such flows may seem like 
dribbles when you consider the big 
hole that Jaguar-Land Rover is in. 
Tata Motors will be duty-bound 
to fill up an estimated $700 million 
(Rs 3,500 crore) deficit likely to 
be emerging in the pension funds: 
There's also a $2 billion (Rs 10,000 
crore) bridge loan taken for the 
buyout that comes up for renewal 
in June. The company has, of 
course, raised equity—a 25 per 
cent dilution—and fixed deposits as 
well as sold non-strategic invest- 
ments in other Tata companies like 
Tata Steel Ltd. There still remains a 
funding gap that Edelweiss 
estimates at Rs 16,800 crore. Amish 
Shah, Auto Analyst at Antique 
Finance, feels that the best route for 
Tata Motors is to renew its bridge 
loan. "Any re-financing will be cost- 
lier. Instead they should renew the 
loan," he says 


Falling Freight Rates 


The economic slowdown is per- 
haps showing itself worst in the 
commercial vehicles (CVs) sector, 
the bread and butter of Tata 
Motors, accounting for 60 per cent 
of its volumes and 70 per cent of 
its sales. Shah of Antique points 
out that Indian domestic freight 
has fallen and number of trips by 
trucks has dropped to such an 
extent that many owners are now 
being forced to return their trucks 
to the financiers. “In such a situa- 
tion, buying a new truck is out of 
question," Shah says. cv sales have 
been falling since last October, and 
no major turnaround is expected 
before October. 

Now a successful Nano would 
be no tender mercy for Tata Motors 
in the short term, as the higher the 
volumes go, overall profitability 
will be impacted by that much. Last 
fortnight, Tata clarified that the 
Nano wasn't a personal “ego trip” 
for him. It's also clear that it won't 
be a profitable trip either, for some 
time to come. Bi 


Will Rivals Ride on Pent-up Demand? 


The wait for the Nano could spur competitors— 
of the four-wheeled and two-wheeled variety— 
into action. KUSHAN MITRA 


but of a lack of supply. A former auto industry honcho puts it 

bluntly: "This was not meant to be a niche product, it is meant to 
be a mass-market product. To go in with limited supplies on Day 1 would 
end up disappointing a lot of people." 

Until the Sanand plant gets underway—by late 2009 or early 
2010—Tata Motors may not be able to meet the overwhelming de- 
mand for the car. Some feel that this will give the competition a fillip. It 
has often been speculated that Maruti Suzuki India Limited (msiL) could 
drastically cut prices of its 25-year-old Maruti 800 to give the Nano a 
run for its money. An air-conditioned 800 costs Rs 2.2 lakh on-road in 
Delhi, as against Rs 1.6 lakh that the Nano cx variant (with air condi- 
tioning) is expected to cost on-road. Even the top-end Nano Lx should 
have an on-road price tag (including insurance, road tax and other ex- 
tras) of around Rs 1.9 lakh in Delhi. Maruti officials refuse to speculate 
whether Maruti would cut prices of the 800. 

Maruti 800 sales have been declining for the past decade; last year, 
the company sold close to 70,000 units, and if figures till February 2009 
are anything to go by, sit will just about sell 50,000 units this fiscal 
(April 2008-March 2009). However, the company does not have the 
wherewithal to produce more cars, as production is overloaded at both 
its Gurgaon (where the 800 is produced) and the newer Manesar plants. 
But according to some key vendors, Maruti could cut over 10 per cent 
from the price of the 800 without any major modifications. 

However, there might be another reason for Maruti's reluctance to 
dramatically modify the 800. From April 2010, all cars sold in India 
will be subject to road safety tests which, while not as stringent as in 
the us and the European Union, might see some cars currently sold on 
Indian roads fail. Some in the industry feel that the 800 might not pass 
these tests without expensive re-engineering (something Maruti officials 
deny), while Tata engineers are confident in their assertion that the 
Nano will. In fact, senior msit executives privately concede that they are 
happier to be producing large numbers of higher-margin products such 
as the Swift rather than the 800. 

Two-wheeler makers, however, don't think the Nano poses a critical 
threat. "While the Nano will be a great way of getting a family around, 
most motorcycle buyers are single men; and when 
it comes to cost and fuel economy, a four-stroke 
motorcycle is still superior to a car," says 
Anil Dua, Vice President, Sales and 
Marketing, Hero Honda. 


T HE BIGGEST PROBLEM FACING THE NANO MAY NOT BE ONE OF ENGINEERING 


MARUTI 800 
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m THE IPL 
PARTNERS 


Let the Games Begin 


After some hard-nosed bargaining, IPL 2 buries the hatchet with the sponsors 


and the broadcaster. SHAMNI PANDE & ANUSHA SUBRAMANIAN 


FTER SEVERAL TWISTS 

and turns to the plot, 

the IPL 2 bandwagon is 

all set to roll, finally. 

The event will be 
held—only, the venue will be South 
Africa. 59 matches will be played in 
six stadiums across the country from 
April 18 to May 24. Indians can 
catch the action on the idiot box. 
Sony Max will telecast the matches 
live at prime time slots of 4 p.m. 
and 8 p.m. But many are asking 
whether the tournament has the 
potential to be a money-spinner 
this year, with the last-minute 
change of venue, for the key stake- 
holders—the broadcaster, fran- 
chisees and the BCCI. 

Certainly, the stakes are high in 
2009 as well, with a lot riding on the 
tournament. Consider the wrangle 
over the telecast rights of the 
matches. Multi Screen Media, which 
owns Sony Max, has retained the 
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2009 


broadcasting rights for IPL Season 2. 
But it has had to pay a heavy price. 
Its new agreement with World Sports 
Group (WSG), which had won the 
telecast rights from the BCCI, is valued 
at a staggering Rs 8,200 crore ($1.6 
billion). The contract will be valid for 
the next nine years through to 2017. 
The current deal is almost 56 per 
cent higher from last year which 
was worth Rs 4,700 crore ($1.02 
billion) for a period of 10 years. 

In the race for the broadcasting 
rights for IPL were ESPN and NDTV, 
but sources told BT that they were 
not willing to pay such a steep price. 
Says Venu Nair, Chief Executive, 
South Asia, WsG: "It has become 
one of the most premium properties 
in the world of cricket. The new 
values are thus justified today and we 
are confident of the returns as it 
will ensure more eyeballs to the 
broadcasters, that, in turn, will attract 
advertisers." 


So, what does this mean for Sony 
Max? In 2008, the broadcaster 
apparently made revenues of around 
Rs 285 crore. This year it hopes to 
do even better. *List of our adver- 
tisers has grown this year, and we 
have tweaked our strategy as well," 
says Rohit Gupta, President, MSM. 
The advertising rates were around 
Rs 2.25 lakh for 10 second spot on 
television last year and had shot 
shot up to Rs 3.3 lakh for the last- 
minute advertisers. “This year the 
rates have been upwards of Rs 3.5 
lakh and would go up to Rs 4.5 
lakh and more for the late entrants," 
says Basabdatta Chowdhuri, CEO, 
Madison Media Plus. 

Sony Max has already tied up 
with Vodafone and Airtel Digital 
TV as its presenting sponsor (last 
time there was only Vodafone). Its 
associate sponsors include Hyundai, 
Coke, Godrej, Havells, LG, Samsung 
Mobile and HUL. “There were just 
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seven of them last year and we have 
booked almost 65 per cent of our 
inventory. We will keep the last bit 
open for those who come in late 
and the prices there would be 
higher," says Gupta. As rates have 
gone up the revenues would also 
nearly double to almost Rs 500 
crore say media watchers. 
*Obviously there's money to be 
made—why would so many players 
have evinced interest otherwise," 
say industry sources. 

The eight franchisees, though, 
had some teething troubles in find- 
ing sponsors/partners for their 
teams. Largely a fallout of the delay 
in deciding the venue and the 
broadcaster for the tournament. 
After the initial hiccups, sponsors 
have now started to come on 
board. “We are still talking to many 
marketers and we will soon decide 
on our title sponsor," says Mohit 
Burman, co-team owner of Kings 
XI Punjab. Indeed, Delhi 
Daredevils, Chennai Super Kings 
and Kolkata Knight Riders have 
succeeded in not just retaining 
many of their partners, but are also 
adding to the list. In fact, Wrigley's 
has emerged as a big entrant into 
the scene along with Puma (for 
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merchandise). “Regardless of what 
has happened, for advertisers, this 
is the biggest opportunity. And if 
some franchisees have a poor spon- 
sor list, then it has nothing to do 
with advertisers opting out, but 
with poor management at their 
own end,” says Hiren Pandit, 
Managing Partner, GroupM EsP 
(the entertainment, sports & 
partnership unit of WPP, which was 
a consultant to Deccan Chargers 
last year). Meanwhile, the BCCI has 
promised to come to the aid of the 
franchise owners. IPL Commissioner 
Lalit Modi has assured them that 
the loss of gate receipts, due to 


Lalit Modi: Against all odds 
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matches not being played on home 
ground, and the additional costs 
incurred by them on travel will be 
taken care of by BCCI. 

Most sponsors, on their part, 
claim that nothing has changed this 
year. “We remain committed to 
Kolkata Knight Riders. Nothing has 
changed from our end,” says D. 
Shivkumar, Marketing Head, 
Nokia. But there is some disap- 
pointment at the change of venue. 
Says Pawan Munjal, MD & CEO, 
Hero Honda Motors: “Moving IPL 
out of India this year is likely to 
restrict Opportunities to leverage 
our brand association, but it is com- 
mendable that the IPL is going to 
take place despite several con- 
straints. We remain committed to 
the IPL and Delhi Daredevils.” 

Advertisers and sponsors still 
seem to be throwing their weight be- 
hind the second edition of the IPL to 
the relief of the franchisees and the 
broadcaster. Modi, though, has 
publicly stated the additional costs 
incurred in moving the tournament 
out of India will make it difficult 
for BCCI to make profits. Analysts, 
though, feel it’s unlikely that the 
BCCI will be a big loser. The show, 
then, goes on. lB 
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the long term. RAHUL SACHITANAND 


ILL JUST THREE YEARS 

ago, D. Senthil Kumar 

of psp Knitting used to 

haggle on the phone for 

orders, and battle with 
bulky ledgers for tracking raw 
materials, inventory and staff—when 
he wasn’t travelling long distances 
for meetings. Based in the now- 
in-distress Tirupur textiles hub in 
Tamil Nadu, DSP Knitting was earn- 
ing around Rs 7 crore a year. 

Life began changing in 2006, af- 
ter a meeting organised by the gov- 
ernment at his industry cluster. 
Microsoft’s people offered an array 
of solutions. After the first set of 
computers, for bookkeeping, came 
Microsoft’s Project Vikas, developed 
by its local partners. More applica- 
tions specific to the cluster were 
developed. So DSP Knitting was soon 
using the portal set up under Project 
Vikas to hunt for cheap raw mate- 
rials, look for buyers and even to 
hire talent or tap finance. 

Scores of companies, all first- 
time computer users like DSP, are 
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today using the Net-based applica- 
tions, including one that calculates 
the exact amount of cloth required 
to fill an order. And when senior 
managers have to travel, they can log 
into their ERP system from remote 
locations to keep abreast of orders. 

The result: savings of lakhs of 
rupees. As Kumar says: “Microsoft’s 
partners were able to build solutions 
to solve problems intrinsic to the 
textile industry.” 

What Kumar does not realise is 
that Microsoft also benefits by help- 
ing entrepreneurs like him. 

Says Craig Mundie, Microsoft's 
Head of Strategy and Research and 
its India Sponsor:“Back in 1990, 
we approached the market in a 
different way with our traditional 
products. We have now developed 
different products or business mod- 
els to suit the Indian market (See 
interview on page 74).” 


New Storyboard 
Welcome to Microsoft India, circa 
2009. If its Founder Bill Gates is a 


Beyond 
Windows 


Two decades after entering India, Microsoft is 
changing tack. Though its renewed push has 
coincided with the economic slowdown, the 
changes in the company's strategy are for 


firm believer 
in C.K. Prah- 
alad's theory 
of a fortune at 
the Bottom of 
the Pyramid, 
Microsoft India 
is discovering 
exactly that— 
driven as much by 
conviction as by 
circumstances. 

It has come a 
long way since 1990, 
when it opened a 
modest office in Delhi to 
sell its disk operating sys- 
tem and Windows 3.0. Poor 
PC penetration, pricey soft- 
ware, limited access to IT and 
low Internet connectivity hobbled 
its initial steps. So, along the way, it 
had to modify Gates’ initial 
ambition of putting a PC atop every 
desk, trek to small towns, and 
befriend the small and medium 
enterprises (SMEs) that form Indian 
industry's backbone. 











Thrust 

areas of 
Microsoft's new 
India strategy. 


Strategy: Consider new 
business models besides 
software and licensing. 


Action: SMEs already have the 
option of using hosted Microsoft 
applications instead of installing 
them. Mulling pay-per-use 
revenue model. 


EStrategy: Focus on growing the market 
rather than fighting for a share of 
existing one. 


Action: Project Vikas, created to 
provide low-cost IT solutions to 
10 industry clusters. 


Strategy: Move from an almost urban-only 
approach to a much deeper penetration. 


Action: Has expanded from 10 cities to 
nearly 30 cities and eventually plans to be 
in top 300 towns. 


Strategy: Draw up specific target for 
€-governance technology, where 
government spend is expected to 
be around Rs 23,000 crore. 


Action: Has a business unit focussed on 
this market; around 300 e-governance 
platforms run on MS. 


Strategy: Make the consumer 

market profitable with updated 

MSN, Xbox and Windows 
‘Mobile. 


Action: improve the 
customer buying 
experience for PCs 
and expand 6,000- 
store retail 
backbone. 





bt infotech 


One of Microsoft's biggest chal- 
lenges has been the consumer mar- 
ket. *The consumer market is a huge 
untapped opportunity for Microsoft 
... 65 per cent of India’s GDP is from 
private consumption, but we make 
virtually no money from this 
market," says Venkatesan. 

Growth has been stunted: in 
2007-08, Microsoft India's revenues 
from its marketing business were 
around Rs 3,263 crore, and are 
expected to hit Rs 3,800 crore this 
year. Its China's revenues are almost 
double. India revenues are tiny for 
Microsoft (global revenues $16.6 
billion or Rs 83,000 crore for its 
second quarter this fiscal), but with 
its global top line growing at just 2 
per cent, Microsoft has been fo- 
cussing more on emerging markets. 
Since 2003, Microsoft India's head- 
count has grown over 10-fold, from 
below 450 to over 5,000 this year. 

All the same, India, from being 
just another market, has, along with 
China—where Microsoft opened 
in 1992—become a growth driver 
and *a key strategic market," 
according to Mundie. 

The biggest hurdle in making 
inroads into the consumer market 
isn't the popularity of the product, 
but piracy. According to estimates 
from NASSCOM-BSA, the piracy rate in 
India has come down marginally 
from 74 per cent four years ago to 
69 per cent this year. (IT dealers say 
piracy of popular Microsoft products 
could be as much as 85-90 per cent.) 

*Piracy is the one challenge that 
keeps me awake at night," says Rajan 
Anandan, the former Dell India 
Head who moved to Microsoft India 
as Managing Director in September 
last year. Microsoft's efforts—from 
security keys to destruction of 
pirated software—to foil piracy, 
have been thwarted by the high cost 
of original software and the flour- 
ishing grey market. It is now betting 
on the user-experience of its low-cost 
starter and basic editions. “The rate 
of piracy will change only when 
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there is increased respect for intel- 
lectual property," says Venkatesan. 

Then, there is the challenge from 
open source software based on 
Linux, with firms like Red Hat mak- 
ing significant inroads. Governments 
are opting for open source. Their 
spending on e-governance initia- 
tives could add up to Rs 23,000 
crore over the next few years. “We 
see strong growth and interest in 
our solutions from the government, 


MICROSOFT'S 


CHANGING COLOURS 
Its business mix has steadily 
changed over the last few years. 





Figures in per cent 
are industry estimates 


manufacturing and small business 
sectors," says Venkatesh Hariharan, 
Director, Corporate Affairs, Red 
Hat, India. 


Consumer Overhaul 

So, what has Microsoft India done 
so far to change with the market, in- 
stead of waiting for the market to 
change? First, it ditched its initial 
focus on the creamy layer in the 
metropolises. This had excluded 80 
per cent of the population. Even 


those who could afford Windows or 
Office hesitated: less than a decade 
ago some versions were priced at 
around Rs 10,000, while pirated 
versions could be bought for a tenth 
of this. 

Venkatesan says part of the 
problem is that “the retail experience 
while buying a PC in India is 
horrible". In contrast, China's PC 
sales have been much faster, 
because of rapid broadband prolif- 
eration. In China, he adds, PC sales 
add up to around 35 million a year. 
India’s figure: 7.5 million. But half 
the PC sales in China are to indi- 
vidual consumers, against a third in 
India. Also, China has 100 million 
broadband connections against just 
5 million in India. 

Jaspreet Bindra, who heads the 
retail, entertainment and devices 
business, is expanding into large 
format outlets. “Microsoft is present 
in around 6,000 stores in India and 
we want to expand our presence," 
he says. But industry watchers point 
to the turmoil in retail and say 
Microsoft's growth may slow down. 

Bindra is also eyeing other mar- 
kets—like the $100-million console 
gaming market, where he aims to get 
ahead of rivals Sony and Nintendo. 
*We are a leader (in India) in a 
small market... we need to focus 
on gaming and convert more people 
first into casual and then hardcore 
gamers," says Bindra. “We think 
the Xbox is much more than a gam- 
ing console: it's a music system and 
movie player all-in-one." 


Out of the Window 
“India’s PC penetration is 36/1,000, 
compared with the global average of 
68/1,000 and 108/1,000 in a country 
like China," says Diptarup Chakra- 
borti, Principal Research Analyst at 
technology research firm Gartner. 
*Microsoft clearly had to look be- 
yond this market in the long-term." 
Of the 8 million SMEs, just 1.7 
million have computers and only 
300,000 are networked. Much of 


Mahindra 
I RENAULT 


Not all indulgences 


come in small, shiny wrappers 


and small boxes. 


Introducing the Logan Edge Connect. A mix of leather, wood and 
technology that will make every drive pure indulgence. Test drive it 


today. It's an indulgence waiting to unravel. 
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the action is happening in the hin- 
terland, with companies as well as in- 
dividuals being potential targets. 
“We (Indians) don't use much tech- 
nology beyond the cellphone; that is 
a huge opportunity and challenge as 
well," Anandan says. 

Industry veterans such as Bharat 
Goenka, Founder of Tally Solutions, 
the accounting software maker, say 
Microsoft is underinvested. *Microsoft 
has been talking of mining the India 
market for some time," he says, 
adding, “but their entire sales team is 


30 people, which is completely in- 
adequate for the Indian market's po- 
tential.” He reckons Microsoft needs 
at least 3-5 people per state. 

But Microsoft India is no longer 
focussed on product sales and licence 
fees. It is pushing new business 
models based on monthly and per- 
use business, while leaning on its 
army of “partners” to devise spe- 
cific solutions. Microsoft has over 
6,000 registered partners, including 
4,000 billing partners across 273 
cities, backed by distributors whose 


mandate is market development. 
However, Goenka says that 
while the organised hardware 
distribution system has large firms, 
software distributors are smaller and 
less organised. “Many distributors 
are in small towns and cities, with 
little access to technical support. 
None of the MNCs has managed to 
put together an effective system to 
support these small players,” he says. 
Unlike its arch rival Google’s 
web-centric strategy, Microsoft offers 
the option of a hosted solution or 


Piracy is the "(There is a) highly evolved user who "The consumer market is a huge untapped 

one challenge is demanding more and (simultaneously) | opportunity for Microsoft... 65 per cent 

that keeps me a large mass of users who are yet to of India's GDP is from private consumption, 
awake at night" | enter the market" but we make virtually no money from this market” 


RAVI VENKATESAN 
Chairman/ Microsoft India 


HEMANT SACHDEV 
Joint Managing Director/ Consumer and Online 


RAJAN ANANDAN 
Managing Director/ 
Microsoft India 


. "One of the biggest 
challenges 
is broadband 
deployment, which 
is still lagging. ” 


CRAIG MUNDIE 
Head of Strategy & Research/ 
Microsoft 
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software conventionally installed 
on site. Microsoft's partners fo- 
cus on infrastructure and net- 
working solutions, among others, 
and develop solutions based on 
its platforms and technologies. 

The key to all this is the Micro- 
soft India Development Centre in 
Hyderabad and Microsoft 
Research in Bangalore. The 
development centre began with 
20 people; today it has 1,500 peo- 
ple working on 20 different areas. 
The research team is working on 
solutions such as a split-screen user 
interface, project translation soft- 
ware and multi-point technology 
(See Next Gen Computing). 

Perhaps Microsoft's biggest bet 
is on software as a service (Saas) 
and cloud computing (See Live in 
the Cloud, page 76). Unlike Google, 
Microsoft has been relatively re- 
luctant to take its businesses on- 
line. Moving away from its 
traditional model of licence rev- 
enues, Microsoft now wants to dis- 
tribute its products and tools as a 
service. “We want to consider sell- 
ing our software on a per month or 
per user model to make it more 
accessible," says Venkatesan. 

In the consumer market, 
Microsoft is revamping its MSN 
Online portal, which has passed 
Yahoo to become the second-most 
popular website in India. Hemant 
Sachdev, Joint Managing Director, 
Consumer and Online, and a 
telecom veteran, says Internet in 
India is where the mobile services 
market was a decade ago. “(There 
is a) highly evolved user who is 
demanding more and a large mass 
of users who are yet to enter the 
the market," he says. 

Rishi Srivastava, Consumer 
and Online Marketing Officer, 
Microsoft, adds: “At Microsoft 
we will give you that entire ex- 
perience, from your web start 
page, to e-mail, to blogs and to on- 
line storage." While that might 
sound scary to some, it is the same 





NEXT GEN 

COMPUTING 

M icrosoft Research looks into how 
technology could look decades in the 

future. Run by Richard 'Rick' Rashid, a 

former computer science professor at 

Carnegie Mellon University, it focusses on: 


€ Emerging markets and 


research partners: works with 
labs at top universities globally and teams 
in emerging markets. This year, Microsoft 
Research and University of Washington 
showed off cluster computing to analyse 
images from the Large Synoptic Survey 
Telescope and analysis of biological 
sequences. Also on display: Microsoft 
Research work on supporting education to 
a full classroom using a single PC and a 


solution to monitor delivery of tuberculosis 


medication using an electronic pillbox. 


@ Hardware devices and mobile 


computing: 5o, everyone's been 
talking of saving power and the environ- 
ment, now Microsoft researchers want to 
prove it's possible. A demo called low 
power processors in data centres used 
processors that provided 50 per cent of 
the processing power with as little as 5 
per cent of power used. Other displays 
included Second Light, which uses a liquid 
crystal diffuser to provide two types of 
surfaces to users, One acts like a regular 
multi-touch screen, but toggling a switch 
allows you to literally levitate the image 
on the screen into midair. 


€ Search, Interaction and 


collaboration: Location-based 
services may be the next hot thing on the 
Internet and Microsoft is already showing 
off its next evolution, GeoLife 2.0. A 


location-based social network, it combines 


two of the hottest trends on the Internet 
and provides each person's location 
histories to help people make friends 
online. This also provides for much more 
targeted advertising for companies 
looking to use the Internet. 


9 UI, Graphics and Media: Projects 


such as Family Archive look to take the 
very old-world task of filing pictures and 
sentimental gifts into boxes and transfer- 
ring it online. The project provides a 
multi-touch based 3D interface to not only 
box your favourite pictures and put them 
away in a "basement" but also take 
pictures of your favourite toys, convert 
them into 3D format and store them, too. 





Get heard: The technology 
enhances user experience in multiparty 
conferencing by using spatial audio 


strategy being followed by Google. 
Textiles to Teaching 


It was Microsoft's decision to focus 
on SMES that took it to Tirupur 
(and thus, to Senthil Kumar) where 
battered garment exporters are 
seeking savings. At Tirupur and at 
nine other industry clusters, 
Microsoft has invested $125 million 
in Project Vikas with the National 
Manufacturing Competi-tiveness 
Council, to help SMEs increase 
their global competitiveness. India 
has around 380-400 clusters fo- 
cussed on specific industries, cov- 
ering 4,000 companies. 

The company has recently part- 
nered with Sify to impart digital 
literacy skills. Its Project Shiksha 
has since 2003 covered 335,000 
teachers and Microsoft has com- 
mitted another $20 million to 
expand it. Microsoft has also in- 
vested in Project Bhasha, an Office 
interface pack in 12 languages. 

For student developers and 
entrepreneurs, Microsoft has 
launched DreamSpark and 
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"THE FIRST REAL COMPUTER FOR 
MOST PEOPLE... IS THE PHONE" 


N A TELEPHONIC INTERVIEW WITH BT's RAHUL 
[esse CRAIG MUNDIE, Microsoft's Head of 

Strategy C Research and its senior-most executive to 
focus on emerging markets, outlines the company's vision. 


How does Microsoft view India and the emerging markets? 
We see emerging economies as a long-term opportunity 
that started with our investment in China in 1998. 
Many of the lessons that I learnt from that office 
were transferred to our engagement in India, which we started 
six Or seven years ago. 


How is Microsoft's strategy for emerging markets different from 
that for the developed ones? 

Back in 1990, we approached the market in a different way with our 
traditional products. We have now developed different products or 
business models to suit the Indian market. Our development team 
also has substantial ties to the local market. 


How have the emerging and Indian markets changed since you 
first decided to focus on them? 

One, there is a much broader use of IT, with small companies 
especially using technology to drive productivity. Second, emerg- 
ing markets have gone from being a relatively insignificant part 
of our revenue, to today having each of the BRIC nations grow- 
ing the fastest. 


How challenging is it building the market from the ground up 
rather than fighting for a share of an existing market? 

India is at the stage where it needs to more aggressively use IT. 
Microsoft has worked on building an ecosystem of companies to 
provide that local ability to use IT. At Microsoft Research, 
Bangalore, we work on solutions focussed on computing in the 
rural environment. We've also worked with partners to marry 
cellphones and rcs for the agricultural community. The first real 
computer for most people... is the phone. 


Microsoft's strategy has been centred around the PC... 

How has the mobile phone changed your plans? 

In many developing countries, the cellphone is the leading edge of 
the adoption of some form of computing in people's personal or 
business lives. It gives them their first window on a daily personal 
basis into what could be achieved using a web services environment. 


Do you see Indian companies, especially SMEs, looking at 

your cloud-computing solutions? 

We do think that software delivered from the cloud will become 
a simple-to-manage and click-to-run model. In India, one of the 
biggest challenges to this is broadband deployment, which is still 
lagging. We will continue to provide software in a traditional 
environment, since it will increase the market size. 
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BizSpark, providing them free 
software, solutions and tools. *Our 
vision is to build a large ecosystem of 
developers," says Venkatesan. 

Microsoft has also showed it is 
not shy about investing in other 
companies. Last year, it acquired 
an equity stake in Oxigen Services 
India, an rr-enabled distributor, and 
a few months ago, Microsoft 
Singapore bought a piece of Affle, a 
mobile media company. 

Educating teachers and providing 
solutions for small businesses helps 
build loyalty; Microsoft will need all 
this goodwill to compete against 
open-source. “They are our best 
brand ambassadors," admits 
Venkatesan. 

Microsoft can also expect home- 
grown and multinational competi- 
tion in the SME market. Chennai- 
based Ramco Systems, for one, says 
its core market is small businesses 
and its solutions are significantly 
cheaper and easier to integrate than 
those of MNCs. 

Anandan disagrees: "Our total 
cost of ownership is 30-50 per cent 
less and Microsoft solutions take 
half the time to deploy compared 
with our rivals. We already have 
3,000 customers in the ERP/ CRM 
space, which is our fastest growing 
business in India." 

A representative of SAP, the 
German software giant, contests 
this: “The time for SAP’s implemen- 
tation can be as low as 48 hours.” 

All said and done, Microsoft 
India has certainly changed its tack, 
and of late at an accelerating pace. 
“Craig (Mundie) believed in tap- 
ping the opportunity 10 or 20 years 
from now,” says Venkatesan. 

But the company will have to 
negotiate the slowdown just when it 
was looking to set the pace. With 
uncertainty writ large over the global 
economy, it may take some time to 
reach escape velocity. 8 

ADDITIONAL REPORTING BY 
E. KUMAR SHARMA AND 
KUSHAN MITRA 
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What do | need for 
Cloud Computing? 
A broadband Intemet connection 
Is always better, though a dial-up 
connection and an access device 
E, such as a Netbook or a mobile 

D, phone will also do. 





HANCES ARE THAT YOU 
use a web-based e-mail 
service such as Hot- 
mail, Yahoo Mail, 
Gmail or Rediffmail. 
Some of you might have even played 
about with the idea of editing doc- 
uments online through Google Docs. 


You might have shared files with 
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ue, Viewing and editing. 


Live in the 


Cloud 


Cloud Computing is impacting your life and changing 
the dynamics of the software and hardware industries. 
But what on earth is the ‘cloud’? kusHAN MITRA & SUMAN LAYAK 







$ What is Cloud Computing? 
Itis a term used to describe 
computing done on massive 
servers and delivered to your 
computer through 

the Internet. 


Do | need a computer at all? 


Well, a company called Novatium 
offers a complete "cloud" effect 
delivered through a smart modem, 
So the answer is no, you don t. But 
you might need a computer for 
"offline" tasks such as picture 


friends and family using YouSendlt, 
RapidShare or even Microsoft's 
SkyDrive. Others have shared and 
edited photographs online using 
Flickr. The Internet is not just taking 
over your digital life, it is increasingly 
becoming where your digital life is 
being stored. And it is all made pos- 
sible by something called cloud com- 





What sort of computing? 
started with basic web-based e-mail 
services, but today includes file storage 
(Microsoft SkyDrive), document editing 
(Google Docs) and even gaming. At the 
corporate level, it might also include 
applications as well as 

application development. 
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puting, ล rather amorphous term 
used to describe a host of services 
that are delivered straight to you via 
the Internet. The idea is so popular, 
that even the cartoon strip Dilbert's 
protagonist created a *cloud com- 
puting" service called Dilbertfiles.com 
to help in file-sharing. 


However, cloud computing is 


certain pieces of software for special 
projects. Buying the whole piece is 
often prohibitively expensive and 
pointless. This is where saas fits in 
and some companies are making a 
living here. 
Peter Coffee, Director for 
Platform Intelligence at Salesforce. 
com says that India is the right place 
for cloud computing. He says: *For 
a country like India where there 
may be intermittent Internet 
connection and power outages— 
cloud computing is perfect. Our 
software works with an intermittent 
Internet connection—updating 
whenever the connection is working 
and you do not need high band- 
width either. And if there is a power 
cut but your laptop works on battery, 
and if you are connected to the 
Internet through a wireless connec- 
tion, you can carry on working.” 
NIIT uses Salesforce for its cor- 
porate and institutional sales. 
Chief Executive Officer of 
NuT, Vijay Thadani, says: 
“The biggest benefit is that 
I do not need any of our 
sales people to send me 
reports. They can log in 
from their homes and update 
the data and we can access it and 
create the reports at the office with- 
out a problem. I get to know whom 
they have met and at 
what stage a sale is in 
and get enough inputs 
to decide if I need to call 
on the customer myself." 
Thadani adds that 
while the company needs 
to maintain a team of 30 
for the SAP software that 
the company has imple- 
mented and runs it out 








































not just about delivering free e-mail 





houseCoopers, says: "The biggest 
headache that cloud computing 
takes away is that of getting the 
right people to manage the network 
internally and then retaining them." 

The concept of saas, which is 
enabled by the “cloud”—as 
applications reside on the other side 
of the Internet connection—is find- 
ing an enthusiastic audience among 
entrepreneurs across the world. But 
not just software but also hardware. 
Animoto.com is one such example. 
In April last year, the website sud- 
denly went viral, and instead of the 
average 5,000 people a day sign- 
ing up, it had 25,000 people an 
hour queuing up. Usually, such a 
fantastic load would crash servers 
and result in a “Denial of Service" 
screen. For a start-up that screen 
is like a death wish, but this start-up 
managed to buy additional space 
to cope with the sudden spike in 
demand. And when the wave sub- 
sided, the website scaled down. All 
at a cost far lower than investing in 
tens of expensive servers. 

Can it work across corporate 
India? Can companies actually take 
up server space on rent and just 
connect to their employees through 
the Internet, with the software all 
coming off the cloud? Akhilesh 
Tuteja, Executive Director, KPMG, 
raises some issues with 
cloud computing and 
software as a service. 
He prefers to call them 
challenges. One chal- 
lenge is that the Internet 
is not yet a commod- 
ity in India. The sec- 
ond challenge is that 
while upfront costs may 
be low, the total costs 


to your machine. Companies have of its own office with “For India wherethere over five years might 
been harnessing cloud computing its own infrastructure may be intermittent be higher. And finally, 
for a few years now by consuming and servers, it does not |nternetconnection and as Tuteja asks: “What 
Software as a Service (Saas). Ascom- employ anyone for  poweroutages—cloud if the service provider 
panies need to suddenly expand, Salesforce.com. Echoing computing is perfect" goes bust?" 


buying hundreds of software licences 
is impractical. At the same time, 
several companies only need to use 


his views, Pradeep 
Bhowmick, Associate 
Director, Pricewater- 


Director, 


PETER COFFEE 


Salesforce.com 


Cloud computing 
would not be possible 
without another land- 
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mark technological innovation that 
goes by the name of “virtualiza- 
tion”. Technology consultancy Gar- 
tner believes that this technology 
will be one of the fastest growing 
information technology applica- 
tions in 2009 in India. So, what is it? 

Simply put, it is about optimis- 
ing hardware. According to Ganesh 
Mahabala, Regional Director, 
VMware, the average server 
computer in an organisation runs at 
around 5 per cent to 7 per cent of 
its capabilities. “Companies have 
gone and bought extremely reli- 
able and capable hardware but they 
don’t end up needing all that fire- 
power.” Other than data storage 
servers that have a high utilisation 
rate, most servers are essentially 
idling, because in most cases each 
individual server is running only 
one application. 

What virtualization does 
is simple: Software from compa- 
nies like VMware is added between 
the applications and the server. 
Therefore, a server can handle 
multiple applications and the same 
application gets split over several 
servers. Essentially, the system 
creates “virtual” computers (servers 
in this case). This means that server 
utilisation climbs to around 70 
per cent. The administrator then 
manages virtual computers rather 
than real ones. 

The system has become smarter 
over the years. Overhead processing 
capabilities are built in and even 
if one server does fail, since the 
system is interconnected other 
servers can seamlessly carry on the 
process, though sometimes with a 
reduction of performance. “Because 
everything is virtual, you won’t 
know that server X is running pro- 
gramme A, And if programme A 
suddenly sees a need for increased 
throughput, like a payroll applica- 
tion at salary time, it can spread 
out easily to other servers when 
you need it. You do not need to 
buy one massive, expensive server 
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A few physical servers (X,Y) are made into more ‘virtual’ servers (A,B,C,D) each 
running its own application, reducing costs and electricity consumption 





Oo 
The average server computer runs at around 9-176 capacity. 
F 1 = ๐ / 
Virtualization can raise utilisation to 70% 


which you need once a month," 
Mahabala explains. 

There is another advantage. 
Server farms, a term used to 
describe massive rows of servers 
that companies need to maintain 
with increasing digitisation, are 
quickly becoming one of the 
largest consumers of electricity in 
the world. Fewer servers, or rather 
a reduced requirement for new 
servers, means less need for 
power, and thus stretching the 
analogy one can argue that *vir- 
tualization" is an environment- 
friendly technology. 

And Mahabala 


says that 


virtualization is not just limited to 
the server room, but could even 
make an entry onto the desktop. 
vMware sells technology that allows 
people to run multiple operating 
systems at the same time on the 
same computer. This is particularly 
popular with Apple users, who use 
the technology to concurrently run 
Mac os x and Windows Vista. 
Users of shared computing serv- 
ICes already use virtualization, as 
the same computer in certain cases 
is running two, sometimes three, 
separate sessions. 

The virtual world just got virtual. 
How is that for a head-spinner? m 
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MONDIAL ASSISTANCE 


THE ‘ONE STOP SHOP’ FOR CUSTOMER LOYALTY AND RETENTION 


— Bhilding customer loyatty is a 
structured, contingat process; nota ones 
bfhachievement // ». d 
MPeRajesh Sethi, 1 
BOE onvia ke Indik 


Assistant 


THE MONDIAL INDIA ADVANTAGE 

Under an era of increasing competition, rising costs, quality 

focus, and above all, the ever changing needs of the customer; 
Mondial recognizes its clients' need to continuously add value to 
their end customer. Motivated by the client's need and basis the 
vast experience of delivering on the requirements of a diverse 
customer profile globally, Mondial has evolved a dedicated 
program, namely ‘Integrated Customer Lifecycle Management’ 
or ICCM. The objective of this program is to build brand loyalty 


and thus retain end customers. 


ICCM: NEED OF THE HOUR 

ICCM as a service allows organizations to gain control on the 
various customer touch points, during the various stages of the 
life cycle in a consistent manner, through a single point of contact. 
The wide spectrum of services can be clubbed under four stages 
of the lifecycle, namely Prospect, New Customer, Mid Term 
Customer and End Term Customer. 





The capability to customize solutions is the key to ICCM and 
this allows Mondial to build programs that suit the requirements 
of one organization as against the other. Needless to say, the 
more customer touch points managed by Mondial Assistance, 
the greater the move towards a holistic solution of customer 
nurturing, lead management and incremental sales, all leading 
to increased revenue, improved brand loyalty and customer 
retention. Mondial's ICCM solution allows delivering a consistent 
experience throughout the life cycle by bridging the gap between 








MONDIAL ASSISTANCE INDIA 

Mondial Assistance India commenced its operations in 
November 2007 and brings with it the skills, network 
and know - how developed by Mondial Assistance Group 
dating back more than 50 years. It is a 10096 subsidiary 
of the Allianz group and reaches out to over 250,000,000 


customers across 30 countries. 





what the customer experiences through the organization, the 
dealers / partners and through the various touch points where the 
organization has minimal control. 

Rajesh Sethi, CEO - Mondial Assistance says "ICCM 
is an important tool in today's time for all organizations so as 
to understand their customers' needs on a real time basis and 
to retain them within the brand. He further adds, “Our global 
expertise and the ability to deliver to the fullest at a local level are 
the key factors that distinguish Mondial Assistance from any other 


player." 


MONDIAL'S CUTTING EDGE 
Mondial India's key differentiator in its journey so far has been 
its world class service delivery platform. Mondial has invested 
heavily in providing a global experience to its clients and their 
end customers through state -of- the- art technology. The unique 
in-house developed software platform enables data management, 
analytics and real time reporting as per organizations requirement. 
This coupled with state of art network and telephony ensures 
seamless service delivery for the end customer. Further, the 
24X7X365 availability makes ICCM an indispensible service for 
all organizations. 

An acknowledgment of this expertise has been in the form of 
11 contracts that Mondial India has acquired within the short span of 
setting up its operations. The key to this accomplishment has been 
its manpower, where Mondial believes in attracting the right human 
capital and hand — picks the best available talent from the market. 


ROADSIDE ASSISTANCE & E-COMMERCE 
SOLUTIONS FOR TRAVEL INSURANCE DOMAIN 
Mondial Assistance is also the leader for roadside assistance 

in India and has to its disposal a fleet of company owned and 
operated slide back recovery trucks, customer service vehicles and 
rapid recovery vehicles. 

Further, Mondial is also the global leader for delivery of 
integrated and white label e-commerce travel insurance and 
assistance solutions. Globally, Mondial works with over 30 major 
airlines and all major online travel agents. 


Mondial Assistance India has set new benchmarks in the industry 
and introduced solutions that provide ‘complete peace of mind’ 
to the end customer. And as you read this, Mondial is working 
towards raising the benchmarks even further. 


: MONDIAL SERVICES 
(INDIA) PVT LTD 
MONDIAL: 






‘Email: contact@mondial-assistance.in 
‘www. mondial-assistance.in 


bt telecom 


IRCA JULY 2003. THE MUKESH 
Ambani-led Reliance 
Infocomm created a 
stir with its “Monsoon 
Hungama" offer. Launch- 
ed with the end objective of 
substantially scaling up its CDMA 
subscriber base, the company prom- 
ised a handset, apart from a con- 
nection, at an entry price of just 
Rs 501. And certainly, Reliance 
Infocomm seemed to have hit the 
jackpot with this scheme. Within 
two days of its launch, the company 
activated 2.5 lakh connections. This 
number was huge, considering that 
big operators added as many 
subscribers in a full month at the 
time. To handle the scramble for 
the low-priced phones, LG and 
Samsung even had to hire Boeings to 
ferry more phones. 

Cut to January 2008. Reliance 
Communications (formerly Reliance 
Infocomm), now under the stew- 
ardship of Anil Ambani post the 
brothers’ split, launches its nation- 
wide GSM-based mobile services. 
Given the Ambanis’ sense of the 
occasion, the junior Ambani, too, 
didn't disappoint, and unveiled an 
aggressive pricing strategy to kickstart 
its GSM foray. As an introductory 
offer, lifetime pre-paid was avail- 


The Great Spurt 


RCom is leading in monthly net 
subscriber additions since its 
GSM launch... 





6.01 แพ Bharti Airtel ไส BSNL IB idea (Incl. Spice) 
Figures in million 
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etting 


the [one 


With an aggressive pan-India launch of its 
GSM services, Reliance Communications 
has put rivals on notice. nisu: josu:i 


able for only Rs 25. In some cir- 
cles, the operator offered free talk- 
time worth Rs 900 spread over three 
months. In February, it slashed its 
GSM tariffs by 50 per cent by dou- 
bling the talktime period and ex- 
tending validity for lifetime. This 
could trigger a fresh round of price 
wars in the industry. *We've once 
again raised the bar in bringing more 
affordable wireless services to our 
subscribers with our nationwide GSM 
services," asserted Ambani after the 


.. and has been ahead of the field in 
wireless subscriber growth 
since Dec... 


Wireless subscriber growth (%) 
during Dec. 2008-Feb. 2009 










Source: Motilal Oswal 





launch. The result: a landslide for the 
company in terms of absolute 
subscriber additions. In January, it 
logged a staggering five million new 
subscribers, surging past competi- 
tion. Market leader Bharti Airtel, 
for instance, just managed 2.73 mil- 
lion subscriber additions in the same 
month. With this, the company 
claims to have become India’s and 
world’s first (apart from China) to 
add five million new subscribers in a 
span of a month. RCom followed it 


... Dut still has a long way to go 
to catch up with Airtel. 


Vodafone \ 
17% 


Source: India Infoline 


In the driver's seat: Reliance 
Communications’ Anil Ambani 





up with an impressive 3.38 million 
subscriber additions in the month of 
February—once again better than 
the competition. 

For Reliance, its GSM launch was 
part of a well-crafted strategy to 


increase market share. RCom has 
maintained its position as by far the 
largest CDMA operator and amongst 
the top two wireless operators in 
the country. This position was 
achieved even without participat- 


ห ว ม เจ จ จ ง ศพ ม ง ยุ 


ing in the GSM market that accounts 
for nearly 8 out of every 10 new 
wireless subscriber additions in the 
country. It, therefore, made sense for 
the company to expand into GSM 
services as well. Says Ambani: “The 
GSM rollout creates a huge oppor- 
tunity for us in the market where 
we've not participated historically." 


Speedy Rollout 


Indeed, there was a sense of urgency 
as the company went about estab- 
lishing its GSM network. It was 
allotted spectrum in January 2008 
and in just eleven months, it was 
able to complete the rollout, cul- 
minating in the launch of service 
on December 30, 2008. The project 
was actually completed six months 
ahead of schedule. Says S.P. Shukla, 
President (Wireless Business), 
Reliance Communications: *What 
other operators have taken 15 years 
to complete, we are completing in 
less than 15 months, an ample proof 
of our capabilities to execute mega 
projects of the size and scale of the 
national GSM rollout.” Already, its 
GSM service is available in nearly 
14,000 towns and over 4 lakh 
villages which will be further 
expanded to 24,000 towns and 
6 lakh villages covering over 1 
billion people in India over the next 
few months. 

The game plan is to build on 
its advantage of low-cost capacity 
across two technologies, CDMA and 
GSM, on a single infrastructure. This 
allows RCom to leverage the 
strengths of both technologies to 
target every market segment, drive 
usage, limit subscriber churn and 
correspondingly improve returns. 
Says Shukla: “While our GsM net- 
work is new with all its attendant 
benefits, concurrently we enjoy all 
the benefits of being an incumbent 
CDMA operator.” What’s more, the 
company plans to leverage its 
existing distribution network of 
2,000 exclusive retail showrooms, 
5,000 prepaid distributors and 
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1 million points of retail presence 
for selling connections and recharges 
in the GSM space as well. 

The company says it's well 
placed to record strong growth in 
subscriber base and revenues due to 
a host of reasons. One, its CDMA 
business has a solid foundation and 
will continue to grow on its 
strength of unlimited tariff plans 
and high data speed. Then, RCom 
executives emphasise that their 
churn rate is the lowest in the 
industry (at about 1 per cent), 
which they feel indicates high 
satisfaction with the company's 
network and customer service. Says 
Shukla: *We will leverage this 
strength in customer service delivery 
to nurture and retain new GSM 
subscribers we are acquiring with 
our pan-India launch." Also, the 
GSM business will be able to offer 
widest choice of handsets in the 
market and not involve any handset 
support or subsidy. 


Cause for Concern 

However, while the number of sub- 
scriber additions has been high, 
analysts point out what's more im- 
portant is how profitable they are 
going to be for RCom. While the 
management has underscored that 
users have started recharging after 
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cles are the relatively saturated 
metros and ‘A’ circles where the 
company is the fourth or fifth op- 
erator. This could again result in 
RCom having to settle for rela- 
tively low ARPU paying customers in 
the future as well. The company, 
though, says it's not worried. Says 


“Our lower cost structure should be able to justify lower ARPUs. 


Our goal is to do better than competition month-after-month" 


S.P. Shukla, President (Wireless Business), Reliance Communications 


using the free minutes of talktime 
offered as part of the introductory 
package, the company's average 
revenue per user (ARPU), which is 
already among the lowest in the in- 
dustry, and the average revenue per 
minute (ARPM) are still expected to 
take a significant hit. Says Priyank 
Chandra, Analyst, Dolat Capital: 
“The ARPU for the new subscribers 
must be very low so the overall 
blended ARPU will further fall 
impacting profitability." And things 
are unlikely to change in the near 
future. Analysts believe that players 
like Bharti Airtel and Vodafone 
have already cornered the high-end 
subscribers, especially in the post 
paid segment, in the 14 circles 
RCom has now entered to build a 
pan-India GSM footprint. These cir- 


Growth without Profits? 


RCom’s average monthly 
additions may surpass those 
of Airtel, say analysts... 


3,000 
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... but its average revenue 
per user has also been 
consistently lower. 


Rs/month 


I Bharti Airtel ไส RCom Ili Idea lM Vodafone 





Source: India Infoline 


Shukla: *Our lower cost structure 
should be able to justify lower 
ARPUs”. Further upsides from roam- 
ing and value added services, he 
asserts, will be part of the com- 
pany’s new GSM revenue streams in 
the coming quarters. 

To be sure, with the aggressive 
launch of its GSM services, Reliance 
Communications has served notice 
to competition. Analysts point out 
that February subscriber additions 
indicate a strong momentum for 
RCom despite the rationalisation 
of its initial GSM promotional 
offer—which now requires higher 
upfront payment and offers fewer 
free minutes. The company has set 
ambitious growth targets for itself. 
By the end of 2009, it’s targeting a 
subscriber base of 100 million cus- 
tomers. That would mean an addi- 
tion of almost 40 million subscribers 
in the calendar year—a growth of 
65 per cent (its subscriber base cur- 
rently is 69.38 million). Says Shukla: 
“Our goal is to do better than com- 
petition month-after-month.” But, 
regardless of whether it achieves 
that target or not, analysts say it’s 
going to emerge as a serious threat 
to market leader Bharti Airtel, which 
had 91 million subscribers at the 
end of February. Says Harit Shah, 
analyst, Angel Broking: “Its net sub- 
scriber additions per month, both 
GSM and CDMA combined, should 
match or even surpass Bharti’s per- 
formance in future.” Clearly, RCom 
means business. 8 


Reach London like royalty. 


Brand-new aircraft, daily from Mumbai and Delhi. 


Lad 
` 
LU 
๑ 


Arrive London on our brand-new Boeing B777 aircraft, daily from Mumbai and Delhi. Fully flat beds in 
Executive and First Class, more leg room in Economy. Finest wines and delectable international cuisine 
Personal TV and laptop power inserts on every seat. Seamless connection via Mumbai from Ahmedabad 
Kochi, Bangalore, Chennai and Hyderabad, via Delhi from Kolkata. Clear immigration and customs at the 
originating airport, check in baggage through to London, land at the international terminal at Mumbai or 
Delhi airport and qet a quick onward connection. Come, try the new Air India. 


& - an 
Have you tried the new Air India? we — "EE 


E %, | ร |. 
x 





bt special 


^^ Shortfalls as 


' 
' ey 5 gm o?" T 
: , | pi i 
' E- B- os ' 
po! pog " | 
: E- s. i : 
: Aa T m | 
T- i! ' 

' , 1 pg Ar i 
a 1 pg t 5 
' ' .! ! 
* เ ! ง 
` LT d pow ` ' 
` “1 ^ r 
` 

' ' 

' ' 

' ' 

' ' 

' ' 

' 1 

kanns 





i= = = oo" ws. oo", 

๒ s 
a ` 3" ` 
' . # ภณ ` 
i $ I "og 1 
š ' ' at ! oa > 
i t : pil a : ' 
i B t sf i i " 
5 4 1 af y i " 
i i a pl i, 1 
| d gg 1 1 

š ` t 
š ! 1 ' i 
I ' ง 

a LP à * `° Y 
- ? , ว Py 
: hed ด Qaae 

1 
: : 
1 i 
' Li 
' 4 

Ë 
i ต ๓๓d 


254122] 
«c I^ ศ์ 
เน 


A 
ia o 
pw 
V 


ET 


A XS 
s KC 
A 


2 


xi = 
X DA 
> 


" 
— ”, 
ww 
<, = 


ty 
> 
"a 


— 
i 

mum ^l น ิ ณ ญ ช ขา ว ร เณ ณา ว mmm 
H i! T แม ' 
' "a. = il i 
' E ios E. | 
' -lil ' 1 E. ! 
~ - Ë Fog E. 1 
' a i i 13 pt l 
: - : I 1 B. 
' ' i " 1 sf l 
' I 1 Ú E I 
- 1 ' 7: Y. | 
1 | = แ เอ | 
ñ ' 1 JL = | 
- ' ^ เน | 
= = ทะ = 1 "as ads in ol taa? = = = m í 





Infrastructure is one sector where opportunities missed aren't 
for the investors. BT presents a snapshot of prospects across a few 


N MARCH 11, ABOUT 

100 school children 

showed up outside 

the office of the 

Bangalore Electricity 

Supply Company at Bharatinagar 

in Bengaluru bearing gas lamps. 

They carried posters that read: “If 

we fail, Mr. C.M. you are to blame." 

and *Are we living in the dark 

ages?" They were protesting the un- 

timely 2-hour power cuts just ahead 
of annual exams. 

The infrastructure in the IT cap- 

ital of India, much like that in rest of 

India, is inexcusable. Most of 


84 BUSINESS TODAY APRIL 19 


` 
J 4 
2009 


Bengaluru’s famed techies spend a 
minimum of two hours every day 
commuting to and from the 
Electronic City. “It’s hardly 20 km 
from the heart of the city, which 
would take half the time in London, 
New York or Paris,” says Mohandas 
Pai, a Bangalorean and the HR Head 
of Infosys. His frustration is under- 
standable: An efficient transit system 
could save 25,000 man-hours every 
day for the IT titan’s staff. 

If built quickly enough, it could 
also buffer the economic slowdown 
by generating demand for a variety 
of raw materials, equipment and 


manpower. But the Bangalore Metro 
Rail Corporation (BMRC) project 
was only sanctioned in 2006 after 
being on the drawing board for a 
quarter century. “Barring a 10- 
month delay in the first stretch, 
called Eastern Line or Reach One 
from Bypanahalli to MG Road due to 
land-acqusition issues coupled with 
poor performance of the contractor, 
the project is running on schedule,” 
assures N. Sivasailam, MD, BMRC. 
The target-completion date is 2012, 
but few are betting on it being met. 

The Bangalore Metro is amongst 
the few lingering projects that tran- 
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opportunities lost-—not at least 
key 56010[5. PUJA MEHRA 


sitioned from the planning stage 
onto the ground under the UPA. The 
UPA government will end its tenure 
with a very poor record in infra- 
structure development. In five years, 
power shortages haven't eased. The 
ports are even more congested. 
Urban infrastructure is caving in. 
But when it comes to infrastruc- 
ture, opportunity missed is not op- 
portunity lost but opportunity passed 
on for the future. Infrastructure is the 
only sector which is not facing any 
slowdown because of the enormous 
demand-supply gap. The honey pot 
is already drawing the bees. Take 


power-equipment maker BHEL, 
which is working to raise its manu- 
facturing capacity by 50 per cent 
by December 2009 and double it 
by December 2011. *There is no 
recession in the power sector," says 
BHEL's Chairman & Managing 
Director K. Ravi Kumar. The next 
few years will see the entry of many 
new players, including Alstom, 
Bharat Forge, Larsen & Toubro and 
Reliance in the power equipment 
and turnkey project manufacturing 
arena. Most of them are undeterred 
by the global economic downturn. 

India’s infrastructure is a sweet 





HIGHWAYS 


DEFICIT: Trucks cover less than 200 kms 
a day, 2596 of the global average 

SLOTH: 50% of the roads awarded during 
2008-09 haven't seen construction start 
opportunity: Roads worth Rs 70,000 


crore could come up for bids in the 
next 6 months 


POWER 


DERCIT: Existing power generation 
capacity of 140 megawatts falls short 
of peak demand by 16% 

SLOTH 50% of the additional 

generation capacity targets is 

not met consistently since the early ‘90s 
OPPORTUNITY: Request for proposals 
for power projects worth Rs 74,000 
crore in the next six months 


RAIL 


DERCIT: Track coverage of 35 km per 
1,000 sq. km against the global 
average of 100-150 km 

SLOTH: Under the UPA, the Indian 
Railways eschewed sloth to 
become agile and profit-making 
OPPORTUNITY: $6.6 bn-Dedicated 
Western and Eastern Freight 
Corridors between Delhi and 
Mumbai and Ludhiana and Kolkata 
to be built over the next 5 years 


PORTS 


DERCIT: Key ports are operating at 

95% capacity with demand growing at 
10% annually 

SLOTH 170% of planned capacity 
tendered but only 7596 of the awarded 
projects have achieved financial closure 


OPPORTUNITY: 387 port and shipping 
projects worth Rs 1,00,339 crore 
planned for the next 20 years 


URBAN INFRASTRUCTURE 


DERCIT: Against BIS's minimum water 
supply of 135 litres per capita per day, 
Indian cities provide just about 92 litres 
SLOTH: The 8-km, 8-lane Bandra Woni 
Sea Link is delayed by 7 years, cost has 
doubled to over Rs 13,060 crore 


opportunity: Mumbai's Rs 1,329.5 
crore-Middle Vaitarna Water Supply 
Project Phase IV 


Source: McKinsey, KPMG, Deloitte: A random 
sample of current bottlenecks and opportunities 
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spot even to global companies. Last 
month, a BHEL-GE combine emerged 
the lowest bidder for an Indian 
Railways' contract for 1,000 loco- 
motives. Though the ownership of 
the project is not still clear, it will 
create a world-class manufacturing 
facility in Marhowra, Bihar. 

GE Hitachi Nuclear Energy, 
then, has just inked two separate 
agreements for designing and build- 
ing multiple nuclear reactors here. 
"GE is eager to explore business op- 
portunities in civilian nuclear 
power," says Vice-Chairman John 
Krenicki, who toured India in March 
2009 meeting key bureaucrats in 
the Capital. 

Given that demand is growing 
and the supply side is ready to go, in- 
frastructure could provide a 
robust foundation for building the 
trajectory for the return to high 
growth. It's not that the govern- 
ment machinery hasn't realised the 
importance of tapping the 
infrastructure deficit to beat the 
slowdown. Red tape and corrup- 
tion, though, are likely to remain 
just as crippling. Cabinet Secretary 
K.M. Chandrasekhar is reportedly 
seeking the Election Commission's 
nod to keep the pipeline of infra- 
structure projects flowing unhin- 
dered during the General Elections 
and the transition at the Centre. 

Funds are not the problem. The 
Interim Budget presented in 
February provided a 72 per cent in- 
crease in spending (from Rs 6,866 
crore in 2008-09 to Rs 11,842 crore 
in 2009-10) under the Jawaharlal 
Nehru National Urban Renewal 
Mission. Between August 2008 and 
January 2009, the government ap- 
proved 37 infrastructure projects 
worth Rs 70,000 crore. *Work on 
projects will not stop, in fact, 
preparatory work is underway in 
the infrastructure ministries," 
assures Gajendra Haldea, Infrastruc- 
ture Advisor in the Planning 
Commission. The road sector could 
be amongst the biggest beneficiaries 


as the NHAI is expected to put up 19- 
road projects worth Rs 21,455 crore 
for tendering in the next six months. 

The size of the opportunity is 
as big as the size of the shortages. 
Roads, power generation and ports 
are especially attractive. True, the 18 
per cent peak-power shortage that 
persists despite the additions to the 
generation capacity imposes huge 
costs especially on industrial users. 
Paper makers in Uttarakhand, for 
instance, go with 20 per cent less 
power during peak-usage months, 
paying Rs 4.5-Rs 5 per unit against 
the captive power cost of Rs 2.10 a 
unit. For power companies, such as 
equipment-maker BHEL, however, 
the deficit holds huge profits. The 
zero-debt, $2-billion cash surplus 
psu’s order book has grown more 
than 20 per cent this fiscal alongside 
a 25-30 per cent jump in sales. 


The Cabine 
EC's nod to 





keep the 





Secretary is reportedly seeking the 
pipeline of infrastructure 





dling projects, such as the Rs 1,407- 
crore container terminal planned at 
the Ennore Port in Tamil Nadu, got 
mired in litigation. Even Indian 
Railways, which succeeded in nearly 
quadrupling its annual cash surplus 
to Rs 20,103 crore, floundered on 
major expansion plans. It couldn’t 
make much progress with the $6 
billion locomotive-manufacturing 
facilities in the Railways Minister’s 
home state, Bihar. The modernisa- 
tion of the New Delhi Railway 
Station did not take off. Now is the 
chance to push them all. 

The potential gains are enor- 
mous. In 2006, improved infra- 
structure made it possible for the 
Coca-Cola Company to move its 
Africa group headquarters from 
Britain to South Africa. India, on 
the other hand, lost a new Intel chip 
assembly plant to Vietnam. 








projects flowing during the elections. 


Smaller companies are getting a 
slice of the pie, too. The earth- 
moving equipment industry has the 
potential to grow five-fold from its 
current size of $2.3 billion to about 
$12-13 billion by 2015, growing at 
24 per cent average rate of growth, 
says Raman Joshi, Director of 
Marketing in the Asia-Pacific region 
at the Manitowoc Crane Group. 

And there will be indirect bene- 
ficiaries, too. Banks can earn 
return on equity of 20-35 per cent 
(compared with 10-11 per cent plain 
vanilla RoEs) by shedding their debt 
focus and moving up the value 
chain, according to McKinsey. 

The UPA’s numerous failures com- 
prise the honey pot. For instance, it 
could not complete any of the 47 
projects in the second phase of the 
North South-East West Corridor. 
The auction process for cargo-han- 


That's because India doesn't 
build infrastructure ahead of de- 
mand. Rather, we build it typically 
after the bottlenecks emerge. That 
too, if an individual adopts a proj- 
ect—the only successful projects are 
those that got Godfathers—be it 
aviation minister Praful Patel for 
key airports or the Delhi Metro Rail 
Corporation Chief E. Sreedharan. 

"It doesn't take money to build 
infrastructure for raising the quality 
of life. It just needs some thinking 
and good management to clean up 
Bengaluru's filthy roads," says Pai 
who misses the Bangalore of his 
growing-up years when he walked 
5 km every day to school. 
“Otherwise, it will be a fate of birth 
that we are suffering because we 
were born in India." 

WITH INPUTS FROM 
K.R. BALASUBRAMANYAM 
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THE OPPORTUNITY 
Road OE worth 
Rs 70,000 crore could 
come up for bids in 
the next six months 


KR 





Getting the highways sector back on track can be the surest way of beating the slowdown. 


PUJA MEHRA 


HE SMALL CAR NANO 
holds a big threat—to 
Indian roads. If half of 
the 60 million two- 
wheeler owners get one 
each, the roads would simply cave in. 
Already, road traffic is growing 9 
per cent every year, at a time the 
rate of building new roads has 
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slowed to a crawl. 

The original objective of the 
National Highways Development 
Project (NHDP), launched in 1999, 
was to reach 50,000 km by 2012. 


Just about 10,000 km is complete, 


however, and we are nowhere close 
to achieving the original target 
because of the inexcusable sloth at 


the Ministry of Shipping, Road 
Transport and Highways under the 
DMK leader from Tamil Nadu, T.R. 
Baalu, who single-handedly killed 
the momentum built by the NDA 
government. He changed as many as 
four chairmen of the National 
Highways Authority of India (NHAI) 
within 20 months. “The NHAI had 


done a lot of good work but over 
the last couple of years it lost all its 
autonomy," says Athar Shahab, 
Deputy Managing Director, IDFC 
Projects. Baalu's incompetence held 
up projects worth Rs 84,000-Rs 
98,000 crore for months. 
Meanwhile, biggies such as 
Reliance Infrastructure, GMR Group, 
Gammon India, Hcc and Shapoorji 
Pallonji are bidding enthusiastically 
for state highway projects in Gujarat, 
Andhra Pradesh, Karnataka 
and Haryana. Karnataka, 
which is offering 22,000 km 
of roads for development, 
received responses from over 
30 companies in the pre-bid 
conference held on February 
28. Andhra Pradesh has 
received 20 bids for three 
road stretches totalling 450 
km worth Rs 2,000 crore. 
Gujarat has received 46 bids 
from 19 companies for a 637- 
km project involving an in- 
vestment of Rs 1,540 crore. 
The national highways sector 
will, however, remain sluggish till 
the change of guard at the Centre, 
after which road projects worth more 
than Rs 70,000 crore will be up for 
grabs in the next six months for 
companies that can tie up funds. 
The Public-Private Partnership 
Approval Committee (PPPAC) cleared 
infrastructure projects worth $5.98 
billion in November 2008, in a bid to 
tackle the economic downturn 
caused by the global financial crisis. 
These include 21 highway projects. 
Based on this, road construc- 
tion companies are expecting the 
NHAI to tender 19 projects or a 
total of 2,096 km worth Rs 
21,455 crore. This could be the 
ultimate bailout for India Inc. 
“Private sector participation in the 
roads sector in India is comparable 
to that in China and Brazil," says 
Rachid Benmesssaoud, Operations 
Advisor, World Bank. *We're look- 
ing forward to new road tenders— 
from the NHAl—a key element of 
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HICCUPS 





our business portfolio," says the 
official spokesperson of the GMR 
Group, which is in a comfortable 
financial position owing to its gains 
from the huge demand-supply gap 
in the power sector. In addition, 
some state governments could call 
for bids: Tamil Nadu for the 
Chennai Outer Ring Road (Rs 
2,000 crore) and Karnataka for the 
Bangalore Peripheral Ring Road 
(Rs 4,500 crore). The Karnataka 
Road Development Corporation 
has also come out with 51 projects 
totalling 10,000 km of state high- 
way at a cost of Rs 40,000 crore. 

Other state level projects being 
planned include the Rajasthan 
Mega Highways Project (Rs 2,750 
crore), the rr Corridor project in 
Tamil Nadu (Rs 1,700 crore) and 
the BOND-BOT project in Madhya 
Pradesh (Rs 2,300 crore). 

Some of the other roads-to-riches 
for companies and investors in this 
sector include some 820 km in Bihar 
that are to get a $468-million upgra- 
dation over the next 25 years with 
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Source: NHAI *The original deadline for GO was Dec. 2003; for the 
NSEW Corridor, it was Dec. 2007 


an Asian Development Bank 
loan and a grant from the 
Centre. Then, Delhi's MCD 
plans to spend $1.24 billion in 
2009-10 on a Commonwealth- 
Games facelift for the Capital's 
roads. Under a Rs 4,120-crore proj- 
ect, the government plans to lay 
six-lane roads over 6,500 km of 
national highways on the Design- 
Build-Finance & Operate (DBFO) 
basis in Golden Quadrilateral and 
other high-traffic stretches. 

The last 18 months were 
lost in disputes over the ten- 
dering processes and eligibility 
criteria the UPA formulated. 
Since January 2006, the 
PPPAC has approved 87 proj- 
ects, which includes 77 high- 
way projects. The NHAI got 
barely 19 bids for the 60 proj- 
ects it tried to tender, of which 
only seven were awarded. 

It is restructuring or rede- 
signing 21 projects and reca- 
lling bids for four projects. By the 
time it finally resolved the issues, 
the global crisis had arrived. As a 
result, there aren't enough finan- 
cially-closed road projects ready to 
go, as is the case in some of the 
other infrastructure sectors. 

The congestion on Indian roads 
leads to an economic loss of Rs 
5,000 crore per annum which 
could progressively go up to Rs 
6,01,00 crore by 2017. The annual 
economic loss on account of the 
checkpost system alone is Rs 32 
per capita. To convert the loss 
into a GDP gain, the new govern- 
ment at the Centre will have to 
undo the UPA's mistakes. For the 
contracts to concretise into growth 
on the ground, the issues still dog- 
ging private developers will have 
to be resolved. These include 
delays in land acquisition, slow 
dispute resolution, lack of coor- 
dination between different gov- 
ernment agencies. It's time for fly- 


overs for tiding over th um- 
bling blocks. m fro t c í JN 
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HINA AND INDIA ARE 
almost equals in coal 
reserves, but China 
digs out five times 
more coal for power 


90 BUSINESS TODAY APRIL 19 2009 


than India, and so in 2007 it could 
add 100,000 ww of capacity—some- 
thing that India took five decades to 
create, Playing catch-up is a big chal- 
lenge for policymakers—but an op- 
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THE OPPORTUNITY 
Proposals for power 
projects worth 
Rs 74,000 crore in 
the next six months 


H.K. RAJASHEKAR 


In 10 years, demand for power will touch three times its existing capacity. That poses a 
challenge for policymakers and an opportunity for investors. k. R. BALASUBRAMANYAM 


portunity for investors. 
According to the Central 
Electricity Authority (CEA), at 1.09 
lakh MW of peak supply in the 11 
months to February 2009, India has 
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a deficit of 16,000 Mw or 14 per 
cent of restricted supply. Come sum- 
mer and dry reservoirs, the gap will 
widen and dampen dreams of higher 
growth. The Kirit S. Parikh 
Committee had reckoned that India 
needs to install nearly 8 lakh Mw 
by 2031-32, if it wants an 8 per 
cent GDP growth. That means adding 
around 40,000 Mw a year for the 
next 20 years, or an annual invest- 
ment of Rs 1.20 lakh crore. 

Just for the next 10-year period, 
the demand is likely to cross 3 lakh 
MW, according to Vipul Tuli, Partner, 
McKinsey & Co. “Meeting this de- 
mand will require a five-to-ten-fold 
increase in the pace of capacity ad- 
dition,” says Tuli. The Centre has set 
a target of adding 78,700 Mw during 
the 11" Plan (2007-2012). 

R.V. Shahi, a former Union 
Power Secretary who is now 
Chairman of consultants Energy 
Infratech, says projects adding up to 
about 65,000 MW are under 
construction but the private sec- 
tor's share of about 20,000 MW 
may face funding trouble. “This 
provides an opportunity for equity 
investors to participate in the sec- 
tor," says Shahi, the architect of 
the ultra-mega power project (UMPP) 
policy, among others. An investor 
could get stakes at competitive 
valuations now. Coal is another 
sector up for grabs. *Almost 50 
developers have been allotted coal 
blocks. These mines will need 
investment," says Shahi. 

M.V. Subba Rao, Director of 
GMR Energy, sees light in the trend 
towards merchant power plants, in 
which the investors bear the risk. 


PLANNED TO FAIL? 
8th Plan 1992-97 16,423 
9th Plan 1997-02 
10th Plan 2002-07 
11th Plan 2007-08 
2008-09* REAK 
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PROJECTS 
UP FOR GRABS 


Power Company of Karnataka 
Project: Jewargi Power 
Capacity: 1,320 MW 

Place: Gulbarga Distt., Karnataka 
Estimated cost: Rs 5,000 cr 
Status: RFP likely in April 2009 


Power Finance Corporation 

SPV: Coastal Tamil Nadu Power Ltd. 
Capacity: 4,000 MW 

Place: Cheyyur, Tamil Nadu 

Estimated cost: Rs 16,000-18,000 cr 
Status: RFQ likely in June 2009 


Power Finance Corporation 

SPV: Orissa Integrated Power Ltd. 
Capacity: 4,000 MW 

Place: Bedabahal, Sundargarh Distt., Orissa 
Estimated cost: Rs 16,000-18,000 cr 
Status: RFQ likely in July 2009 


Power Finance Corporation 

SPV: Akaltara Power Ltd. 
Capacity: 4,000 MW 

Place: Akaltara, Chhattisgarh 
Estimated cost: Rs 16,000-18,000 cr 
Status: RFQ likely in August 2009 


Power Company of Karnataka 

Project: Ghataprabha Power 
Capacity: 1,300 MW 

Place: Belgaum Distt., Karnataka 
Estimated cost: Rs 5,000 cr 

Status: RFQ likely in August 2009 

RFQ: Request for Qualification RFP: Request for Proposal 


“Once the power market matures in 
India, a lot more of investment will 
come from abroad," he says. 

Anil Ambani, Chairman of 


Achieved (76) 

53.8 

40245 45 
41,110 515 
567 
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*As on Feb 2009 — Source: Replies in Rajya Sabha 


Reliance Power, had told share- 
holders on September 23, 2008: 
"Even at our current low levels of 
electrification, the power sector has 
an annual revenue of over Rs 1.5 
lakh crore. If we reach the per capita 
consumption levels of China, the 
industry size will nearly triple to 
over Rs 4 lakh crore." 

But, Manish Agarwal, Executive 
Director for Infrastructure Advisory 
at KPMG India, says some projects 
could fail to get funds or the 
statutory clearances. At the same 
time, many developers with mine 
allotments are looking for either 
strategic or financial investors. 

In transmission, Shahi says, one- 
fourth of the new projects could 
require private sector investment. 
Manish Mohnot, Executive Director, 
Kalpataru Power, is scouting for 
such opportunities: *... We are ex- 
pecting about three to five tenders... 
soon. We will be participating in all 
of them." Power Finance 
Corporation will soon be inviting 
bids for three UMPPs in Tamil Nadu, 
Orissa and Chhattisgarh. Then there 
is power-strapped Karnataka, which 
is inviting tariff-based bidding and 
merchant plants. “We plan to buy 
4,500 Mw through distributed gen- 
eration route... from each taluk,” 
says Vijayanarasimha, MD, Power 
Company of Karnataka, a PSU. 

Leading players like GMR say 
funding is not a problem; the 
plethora of regulatory hurdles is 
(Each project needs 54 licences and 
permits). On funding, Parikh says, 
the government has to help develop 
a long-term debt market. “Such a 
market would also help private 
investors to keep tariffs under check 
and prevent further cross-subsidisa- 
tion,” he says. 

For R.S. Sharma, Chairman of 
NTPC, the biggest challenges are 
availability of funds, equipment 
manufacturing capacity, fuel supply 
infrastructure, and the shortage of 
construction agencies. 

All business opportunities! พ 
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There is much by way of investments in the railway sector that are waiting to happen. 


SHALINI S. DAGAR 
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[OICISM AND PATIENCE ARF 
two virtues that infra- 
structure investors need 
in plenty. Pratyush 
Kumar, President and CEO, 
GE Infrastructure India, is no exc- 
eption. In February, the govern- 
ment rejected GE Infrastructure's 
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financial bid to be a 51 per cent 
partner in the Rs 2,000-crore 
diesel locomotive factory In 
Bihar. The reason: GE was the 
only bidder! 

And, within 18 days, the Union 
Cabinet changed its mind on the 
ownership pattern: instead of the 
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government holding a 26 per cent 
stake, the factory would be fully 
owned by it. 

Sitting in his office in central 
Delhi, across the Rail Bhawan, 
Kumar, though disappointed, is 
determined to be there whatever 
the opportunity, whenever. "We 


will not walk away from this," he 
says, all the while hoping that a 
better decision will be arrived 
at. At the Rail Bhawan, senior rail- 
way officials admit that it is diffi- 
cult for the government to take 
such decisions close to the gen- 
eral elections. 

“We recognise that this opp- 
ortunity will still be there after the 
elections because the fundamental 
need for locomotives has not gone 
away," says GE's Kumar. Sure, that 
is true for many of the other opp- 
ortunities in the rail sector. 

"The New Delhi Railway sta- 
tion modernisation is another 
missed opportunity. It was delayed 
for rather inane reasons—one of 
them being cross-ownership, which 
was causing discomfort to the bid- 
ders. Now it will take another 
8-9 months to bid it out again," 
says a high-ranking Railway 
Ministry official. 

These two stalled projects were 
clear and present opportunities and 
had held out hope for public- 
private partnership in the Railways 
on a really big scale. But there are 
plenty of others waiting to be 
grabbed. According to industry est- 
imates, opportunities in construc- 
tion and development projects, 
adding up to nearly Rs 1,60,000 
crore, would be available over the 
next few years. 

Reason: Movement of goods 
across India is an expensive propo- 
sition. The cost of the supply chain 
in India is estimated to be around 
13 per cent of GDP, as compared 
to 9 per cent of GDP in developed 
nations. That translates into a 
$45-50 billion logistics opportu- 
nity straight away. And rail freight 
has an advantage over road freight 
not just in terms of cost and ease of 
operations, but in terms of envi- 
ronment friendliness, too. 

In line with this logic, and aided 
by the Budget surpluses of the last 
few years, several big-ticket item 
of investments were proposed by 






the Railway Ministry. A major one 
being the dedicated rail freight cor- 
ridor connecting the northern reg- 
ions to the ports on the east and 
west coast of India. 

A special purpose vehicle 
Dedicated Freight Corridor 
Corporation of India (DFCCI) was 
formed two years ago to plan, mob- 
ilise resources and execute the proj- 


STACKING IT UP 
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*For New Delhi Railway Station alone. Twenty-one 
other stations are due for redevelopment 
Source: 87 Research 


ect. This is likely to throw up several 
opportunities to bid for turnkey 
projects for the private sector. 

V.K. Kaul, Managing Director, 
DFCCI, says: “Loan financing from 
the Japanese investors and World 
Bank will be finalised shortly. And 
the freight corridor will come up in 
5-6 years after that.” The corpo- 
ration has sought some 11,000 
hectares of land for the corridor. 
Railway Ministry officials say land 
is not a problem. “We need to 
acquire very little land for the 
freight corridor. We will need to 
acquire only in towns or where it 
has been encroached, otherwise 
we have space for four lines from 
Delhi to Mumbai,” says Sudhir 
Kumar, Officer on Special Duty 
(OSD) to the Railway Minister. The 
same is the case with the Eastern 
Corridor where work was initi- 
ated recently. Of the recently bid 
out contracts, the cost of earth- 
works alone adds up to Rs 500 
crore, says Railways’ Kumar. 

The freight corridors will spawn 
huge logistics and warehousing inf- 
rastructure alongside. Bids invited by 
the Indian Railways for multimodal 


logistics parks received enthusiastic 
response from logistics players. 
Industry watchers peg the oppor- 
tunity at Rs 20,000 crore. 

Fitting into this piece of action 
will be the private container trains, 
which were introduced a few years 
ago. The current downturn in traf- 
fic volumes has added to their woes, 
Many of them had blindly repli- 
cated the business model of 
Container Corporation of India. 
Ajay S. Mittal, Chairman & 
Managing Director, Arshiya 
International, a logistics company, 
admits that many players did not get 
things right. “There has to be an 
equal investment in rakes, contain- 
ers and associated infrastructure. 
Private players will certainly rec- 
tify these issues now," he adds. 
Much of that will mean more 
investments. 

Arshiya, through its wholly- 
owned subsidiary, Arshiya Rail 
Infrastructure, started its rail oper- 
ations in February. It plans 30 rakes 
for Vedanta Aluminium with cus- 
tom-built containers. *This will not 
only help in lowering Vedanta's 
operational costs, but also reduce 
damage to the cargo (aluminium 
powder and ingots). The end-to- 
end solution will lead to direct and 
indirect savings of around 20 per 
cent in the cost of the supply chain," 
says Mittal. The BsE mid-cap com- 
pany is planning Rs 6,000 crore of 
investments in sidings, rakes and 
free trade warehousing zones over 
the next six years. One of the ear- 
liest proposed warehousing zones 
will be at Khurja—where the two 
freight corridors will meet. 

Fresh investments apart, the exi- 
sting rail network will also need 
continuous modernisation to make 
it perform. The good thing is that 
money and the inclination are not 
missing, both in the state-run 
Railways and the private compa- 
nies. As GE's Kumar says, there is no 
reason to walk away from build- 
ing infrastructure in India. 
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PORTS: 


SafeHarbour 





Port investments are continuing apace—for now. 


SHALINI S. DAGAR 


Fact 1: The global economic crisis 
has hit Indian ports hard. The vol- 
umes were down as much as 20 per 
cent in the last few months. 


Fact 2: Investors are continuing to 
see value in the Indian ports sec- 
tor. 31 Private Equity committed 
an investment of $161 million in 
Krishnapatnam Port on the east 
coast of India in February. This was 
the infrastructure fund’s second inv- 
estment in the sector after Mundra. 


NIL AHUJA, HEAD OF ASIA AT 
31, says: “There is no demand 
issue that we have seen in 
both the companies that we invested 
in. The basic business model remains 
intact.” Ahuja has another $700 
million to put to work in the Indian 
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infrastructure sector over the next 
two years, and believes there are 
enough opportunities to do so— 
many in the ports sector. 

On the west coast, at the Gujarat 
Pipavav Port, the planning is already 
veering around to deal with the 
traffic flow that will come to it as 
the economic upturn happens. 
“Nhava Sheva (JNPT) is gradually 
running out of capacity. Where will 
the cargo go? Pipavav is the closest. 
We are just eight hours away," says 
Managing Director, Prakash 
Tulsiani. And, in preparation, the 
Pipavav Port is dredging deep to 
ensure a draft of 12.5 metres to 
14.5 metres, among other things. 
This will allow bigger ships to call at 
Pipavav. Neighbouring Mundra 
Port, too, is continuing apace with 






the construction of a coal termi- 
nal. "Considering the growth of 
the Indian economy and other 
economies in few vears, there is a 
need to create more capacities in 
existing ports and to develop new 
greenfield sites," says Rajeeva Sinha, 
Director, Mundra Port and SFZ. 

Yet, as D.T. Joseph, former 
Shipping Secretary and now Special 
Advisor to UK-based Eredene Capital, 
points out, it may be early days to 
assess the impact of the economic 
crisis on the Indian maritime sector. 
However, even if demand flags, it is 
clear that port projects, which are 
tied to, say, coastal power projects 
would always find takers. Work will 
continue on the projects now be- 
ing implemented. The major ports 
are already chock-a-bloc, hamstrung 
as they are by tariff controls and 
decision-making delays. So, the 
investment enthusiasm is mostly 
focussed on the *non-major" ports 
as they enjoy more flexibility. 

To address these issues of com- 
petition and skewed development, 
Joseph says, *a comprehensive mar- 
itime policy needs to be devised." 
Now, who can argue with that? 
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Wanted: Models 


Urban infrastructure is a multi-billion dollar opportunity, 
but just who's coming to the party? TEJEESH N.S. BEHL 


N TODAY'S WORLD OF TRILLION- 

dollar bailout packages, $20 billion 

seems small. But it's not an 
amount to be sneered at either, esp- 
ecially when it's the size of the inv- 
estment required in just the water 
and waste water management business 
in urban India by 2020. Add roads, 
solid waste treatment and transport 
systems, and the opportunity is huge. 

"Compared with the NDA reg- 
ime, whose best contribution was 
the Golden Quadrilateral project... 
the UPA's primary achievement has 
been its declaration of intent," says 
Sanjiv Paul, Managing Director, 
Jamshedpur Utilities & Services 
Company (JUSCO), which manages 
amenities across cities. Paul gives 
the UPA full marks for focussing on 
water and sewage management. 
“The results of their intentions will 
show in the coming years," he says. 

The Jawaharlal Nehru National 
Urban Renewal Mission (JNNURM), 
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launched in 2005 to cover 63 cities, 
seeks some Rs 1,20,536 crore, with 
almost half for seven mega-cities— 
Delhi, Mumbai, Chennai, Kolkata, 
Bangalore, Hyderabad and 
Ahmedabad. So far, it has sanc- 
tioned 442 projects adding up to 
Rs 47,794.30 crore. 

Then, water. Coastal areas could 
use desalination plants. GE 
Infrastructure is looking at Gujarat, 
Andhra Pradesh and Tamil Nadu, 
and water recycling plants in dry 
Rajasthan and Gujarat. 

French major Veolia’s Indian 
unit is already supplying water in 
Chennai, Nagpur and Karnataka. 
“Initially, we were handed 10 per 
cent of the city... and gradually 
other parts were given to us,” says 
Promod Mitroo, Director, Veolia 
India. In terms of revenues, Veolia 
charges the civic bodies, which, in 
turn, bills the consumers. 

Next, mass rapid transport. 


Every city wants a metro service, so 
Delhi Metro Rail Corporation is 
playing consultant in nine cities. 
The investment required: Rs 83,000 
crore for 750 km of rail track. 

So, why isn’t there a rush? Ajit 
Gulabchand, CMD, Hindustan 
Construction Company (HCC), cites 


three reasons. First, most cities don’t 
have a third-tier of governance emp 
owered to take funding decisions. 
Second, people are still reluctant to 
pay for services so far subsidised. 
“Lastly, private sector players require 
viability gap funding,” he says 
Hemant Kanoria, CMD, 
Infrastructure, says Opportunities 
for the private sector in the JNNUI 
are very tew. "There are not man 
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successful public-private partner- 
ship projects that can be used as a 
model... More importantly, there 
needs to be a financial model in 
place,” argues Kanoria. 

Besides, as Neeta Ramnath, \ 
Feedback Ventures, points out: 
“Unless we are talking about an 
Outer Ring Road, which is more of 
a real estate play, or waste treat 
ment, the other projects are not com- 
mercially viable." Mega-intrastructure 
projects like highways, airports and 
ports are what private equity is look- 





ing at for investments. ü 


THE OPPORTUNITY 
The (Metro Rail) 
investment required 
Rs 83,000 crore 
for 750 km of track 
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UNDER THE RADAR 


Most of the millions who stagger into Mumbai with nothing else 
but a dream quickly learn how to survive. That art, however, gets mighty Herculean 
when the commercial engine of the country slows down. RACHNA M. KOPPIKAR 


YOUR PAY PACKET HAS 
just been trimmed. 
That means fewer 
trips to the malls, 
multiplexes and your 
favourite neighbour- 
hood taproom. So, 
life is tough as hell, right? Perhaps. 
But, it’s nowhere as tough as it is for 
the millions of faceless non-city 
slickers who pass you by every day. 





— LULLE F 
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Many of these men and women 
live easier because of your copious 
consumption—waiters who you 
once tipped generously, taxi drivers 
who you once knew by first name, 
food stall owners who guessed your 
order by your voice on the phone. If 
the famed (and often discredited) 
trickle-down effect works like charm 
in the go-go times, it brutally kicks 
in the gut of those who now have to 
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wait longer for those dribs and 
drabs to emerge when economic 
activity slows down. While this is 
true of most places in the country, 
Mumbai feels it most in terms of 
impact and extent by virtue of it 
being the commercial nerve centre. 
BT catches up with six men and 
women in the street who live life 
under the middle-class radar, but 
who are never totally out of it. 


The Slowing 
Wheels of Trade 


Mohamed Sarfuddin, 42 years 
EET] Truck driver 





HE DREAM RUN FOR INDIA'S 

foreign trade over the last 

6-7 years had the country's 
ports buzzing. Mumbai's Nhava 
Sheva, which accounts for nearly 
8 per cent of India's total trade 
turnover, reigned as India's busiest 
entrepot. But the tide of trade has 
ebbed over the last 6-7 months. 
Now, fewer ships dock here. 

The story of Indian exports 
being down in the dumps is well 
known, but less so of the people 
like Mohamed Sarfuddin on 
whose trucks shipments from 
Nhava Sheva were ferried to all 
corners of the country. Fewer 
ships docking at Nhava Sheva has 
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meant fewer trips for Sarfuddin, a 
truck driver with a Mumbai-based 
fleet operator for import and exp- 
ort. From the 7-8 trips that he 
used to do till a few months ago 
transporting gas, plastics, etc., 
from Nhava Sheva to various 
parts of the country, it's down 
to 2-3 trips today, thanks to the 
slump in trade. 

With his company paying him 
Rs 2,500 for each trip, in addi- 
tion to a fixed monthly salary of 
Rs 6,500, Sarfuddin used to earn a 
neat Rs 24,000-26,500 a month, a 
sum good enough to keep his wife 
and five children with him in a 
chawl in Chembur. But with his 
earnings more than halved now, 
Sarfuddin has been forced to go 
back to where he had begun: his 
family is back in his hometown 
in Uttar Pradesh and he is living 
out of his truck now. Life has cer- 
tainly come full circle for 
Sarfuddin, thanks to the recession. 





Downsized by Meltdown 
Mahesh Bihari Gupta, 
Food stall owner, Nariman Point 


38 years 


TOCK MARKETS IN INDIA HAVE DESTROYED RS 27 LAKH CRORE OI 

investor wealth since January 2008 and this is not counting the 

income of Mahesh Bihari Gupta. A bbelpuri and snacks vendor 
on one of the pavements in Nariman Point, Mumbai's business hub 
and the country's priciest real estate, Gupta has become an unwit- 
ting casualty of the market meltdown. 

Indeed, Gupta's fate has been inexorably linked to that of his 
clients, made up mostly of people from the various offices and 
broking firms, many of which had sprouted all over Nariman Point 
during the market boom of the last few years. Until a few months ago, 
when everybody still believed India would not be as badly hit as oth- 
ers in this global recession, when his clients talked of billion-dollar 
deals and brokers still bet on the rise and fall of stocks, and when the 
nearby Taj still stood unscathed as an icon of India's business 
prowess, Gupta did sales of up to Rs 3,000 daily and managed to take 
home Rs 1,500 after paying for staff wages and raw materials. 

But all that has changed today. Gupta's clients now rarely talk 
about billion-dollar deals and his broker clients keep ruing the 
mandi (slowdown). His own business is down 30-35 per cent and 
his take-home income has dwindled to Rs 500-700. And all 
this because the November terrorist attacks on the Taj and 
Oberoi hotels together with the market downturn has forced se 
eral broking firms to either cut staff or relocate to suburbs. 
"Broker log ka office khali hogaya hai to parcel business mein 
sabse zada mandi bai," says Gupta with the equanimity of a man 
who knows he can do precious little about this mandi. 
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Stock-struck 


Ram Tripathi, 48 years 
KIER Newspaper and magazine vendor 


HEN THE BULLS WERE ON THE CHARGE 

FOR five years before January 2008, 

Ram Tripathi made good money selling 
newspaper and magazines at his stall in front of 
the Bombay Stock Exchange (BsE). His 100-odd 
corporate clients in South Mumbai ensured a 
monthly income of Rs 15,000 for him. Also, 
watching people around him make money dur- 
ing the bull run emboldened Tripathi to take the 
plunge into stocks just before the Sensex hit 
the 20,000 mark last January. 

But today, his stand sales have reduced to almost 
Rs 7,000-8,000 and the stock portfolio is bleeding. 
A venture capital fund that used to order two 
copies of business magazines takes a single copy 
only. The subscribers of Financial Times have red- 
uced from seven to three. 

Tripathi has learnt the lesson and it can be seen 
when a customer walks up to his stall and offers a 
stock tip. Tripathi nods his head, but doesn't seem 
to be carried away. Another person stops by and tells 
him the market price of Reliance Petroleum. 
Tripathi isn't excited because that price doesn't 
cover his losses. “Hamare ko kya farak padta hat 
abhi,” he retorts. 

So, when does he see bulls coming back to the 
street and ramping up his stand sales? Seeing 
octogenarian K.R. Choksey walk into the exchange, 
[ripathi points out: “When old-timers like him 
feel it's the biggest downfall ever in the markets, then 
| think it's going to be really bad." He has another 
major apprehension. “Agar Mayawati ki sarkar bani 
to market aur bhi niche jayega,” he observes. 
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Stuck in the Jam 


Santosh Yadav, 26 years 
Taxi Driver 





UMBAI HAS ALWAYS BEEN THE CITY OF DREAMS 

for outsiders. While many arrive in the city 

looking for celluloid success, the majority 
flock here in search of bread-and-butter opportunities 
that abound in this commercial nerve centre. And if 
nothing else works out, one can always profitably 
become a taxi driver. So did Santosh Yadav when he 
arrived here five years ago along with his two brothers, 
who settled for well-paying jobs in companies. 

Till a few months ago, Yadav took home Rs 300- 
400 by plying his rented Fiat in Lower Parel area that 
houses one of the largest malls and offices of MNCs, 
financial services and media companies, and doing 
3-4 long distance evening trips every day. 

But today, he finds it difficult to pay the daily 
car rental of Rs 250 and another Rs 150 for gas. 
With companies slashing their travel budgets to 
keep costs down, Yadav keeps idling most of the 
time in Lower Parel and barely manages to do one 
long distance trip. 

Being a migrant and a taxi driver in Mumbai 
hasn't been a pleasant experience for Yadav. Already, 
the backlash against migrants has left a bad taste in his 
mouth. And now, the slowdown has hit where it 
hurts most: Rs 150-200 is all he takes home today. 
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In a Spot of Bother 
Ravi Gupta, Kamal Negi and Anu Anand 
EH Junior Artistes 


LONG WITH A RECORD NUMBER OF FILMS, 
some of India's costliest movies (with budg- 
ets of Rs 50 crore and above) were made 
during 2006-2008. And while stars salaries reached 
astronomical heights, the good times proved gen- 
erous for junior artistes like Kamal, Anu and Ravi 
as well: They had enough work to keep the wheels 
of their daily lives and that of their families rolling 
smoothly. But that was till a few months ago. 
Today, they anxiously call up their agents every 
few hours to ask if there are any assignments for 
them for the next day. This is so because work is 
becoming increasingly scarce, with production 
houses slashing budgets or even projects or seeking 
greener pastures in regional cinema where the cost 
of production is much lower. According to Pappu 
Lekhraj, the tinsel town's favourite supplier of jun- 
ior artistes, production houses are now demanding 
fewer artistes for a crowd scene—from 100 earlier, 
each is making do with just 60-65 these days. 
The anxieties of the trio, whom this reporter 
met on the outdoor sets of a teleserial at Film 
City, are understandable. They are paid a paltry 
Rs 500 for a day's work and Rs 100-200 more if it’s 
a film shoot or if they deliver a dialogue. And in that 
amount, they have to pay for conveyance and 
their wardrobe and make-up kit. And so, thev 
must have work every day. The hardship has 
spurred their survival instincts: Kamal has brushed 
up her tailoring skills and Ravi has sent his family 
back to his hometown in Uttar Pradesh. 


A Bad Brush 


Ram Chandra S. Pol, 47 years 
Labour Contractor 


HE BOOM IN REAL ESTATE OVER THE PAST FEW 

years had catapulted labour contractors like 

Ram Chandra S. Pol effectively into the middle- 
class bracket, as far as their income was concerned. 
And in Ram Chandra's case, it was reflected in the 
spotless white dress that he wore daily despite being in 
the business of paints. 

Today, Ram Chandra still dresses the same way, 
but risks sullying his clothes as he goes around the 
murky bylanes of Mumbai scouting for new clients. 
With fewer Mumbaikars renovating their houses 
and a far lesser number buying new houses, Ram 
Chandra's business is down 65 per cent over the 





past two months and his income has fallen from 
Rs 20,000 to Rs 5,000-6,000. 

Earlier, when orders were flowing in regularly, 
Ram Chandra used to deploy his labour force of 
32 at 6-8 sites. But nowadays, when the order 
flow has shrunk to just 2-3, he has been forced to 
reduce his workforce to 22. And since there still 
isn't enough work for his charge, he has allowed 
some of them to go on leave and some others to 
work for other contractors. 

The slowdown is taking its toll on Ram Chandra 
in another way. He cannot afford to lose his workforce 
howsoever bad the times may be. He will need them 
when the economy picks up again. And so, he has no 
option but to fork out Rs 6,000 every month to retain 
them. “Even if I don't have any work for them, I need 
to earn the loyalty of the skilled ones by giving them 
a monthly income,” he says wistfully. m 
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economist Steven D. ว 
Levitt, of the 2005 int- - - 
ernational best-seller Ë 5 ites | 
‘reakonomics. The arguments of J 
he book, which uses anecdotal 
information and shows how even 
*be most innocuous things can be 
xplained by simple economics, have 15 
™een kept going via a blog. Now, en ey re one 
he two are following up with a new 
‘ollaborative effort tentatively titled 
supertreakonomics. Dubner, a for- 
ner journalist with The New York 
“imes, was one of the speakers at the 
ecently-beld India 1 « lay Conclave 
md spoke with BTs Kushan Mitra. 


oes the current economic collapse 
ascinate someone like you, given the 
complex web of facts that brought 
‘his maelstrom upon us? 
Vather than a complex web of facts, 
would argue that it was a complex 


veb of incentives. People had very 
Nigaligned incentives, if you take 
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yroker will get a commission reg- 
irdless of how good the underlying 
nortgage is. The real estate broker 
vill get a commission regardless of 
vhat happens to the mortgage 
gyn the line. The buyer will get 
i อ แร อ even if he or she is not 
ified to pay for it. The seller 
wants to sell the house. The banker, 
evho used to underwrite and keep 
he loan, now by carving up and 
selling the loan down the line has no 
ncentive either. So, everybody has 


nisaligned interests. Co-author, Freakonomics 





Freakonomics was fascinating—wasn't 
` ita challenge, however, to put all those 
examples together? 

You know what—I read an interes- 
ting story on the flight over here 
about apple orchard farmers, trees 
and bees. The story went how eve- 
rything meshes together and the 
story had a footnote by an economist 
and it was a beautiful footnote bec- 
ause usually, economists don't write 
very well. It said that facts are as dif- 
ficult to acquire as jade and just as 
difficult to authenticate. 


Levitt and you made information fun 
in the book, but wasn't that a chal- 
lenge? And wasn't it just as challeng- 
ing to validate the information, partic- 
ularly given that we live in a world 
full of rumours and misinformation 
and given that people often take inf- 
ormation on sites like Wikipedia as 
the gospel truth? 

As someone who has disparaged 
Wikipedia (the online user-gener- 
ated encyclopaedia) several times 
over the years, I have to admit that 
in certain realms, particularly sci- 
entific and technical ones, it has 
become very, very good. If the 
premise of the question is if it is 
fun to make facts fun, obviously it is. 
But I also believe that whether 
you're a scholar, journalist, you're all 
trained differently and all rewarded 
or penalised differently. — 


But different people can draw 
different conclusions from a fact 

or statistics... 

One thing we have to do is to not 
only distinguish fact from fiction 
but also understand that there are 
different orders of facts. There are 
first order facts that are either true 
or not true and then you can keep 
growing the orders. What I mean 
by that is that if I say there is 
70 per cent more CO; in the air 
than there was a few decades ago— 
fact, true. But if I use that fact as a 
fulcrum to force a style of thinking, 
it ignores the fact that is just one 


fact in a very complex system. So, 
what we do is to treat first order 
facts as first order facts but also 
give context to whatever any fact 
will mean. 

The advantage of collaborat- 
ing with an academic economist 
is that he has reams and reams 
of data. So, any one fact will get 
smoothed out by the accumula- 
tion of data. But some people don't 
like that; there is this humanist 
notion that we can't describe 
any one person in what is typical 
for people. The fact that a child 
who grows up in X circumstance 
will have a different future than a 
child growing up in Y circum- 
stance—it is very disconcerting for 
some people. 





sounding board through our posts 
and the comments we get there. 


And when can we expect it? 

Oh I don't know, maybe late in 
2009 but definitely by the middle of 
next year. 


You said the blog (http://freakonom- 
ics.blogs.nytimes.com/) has been very 
popular, but as a former journalist, 
how do you feel about the state of the 
American print media right now and 
the rise of the web media? 

It hurts to see good papers cutting 
back and good people lose jobs. | 
have been in touch with several of 
my friends from the (New York) 
Times because I spent a lot of my 
life there and while the Times hasn't 


"Rather than a complex web of facts... 
it (cause of the banking collapse) was a 
complex web of incentives" 


So, what about your new book with 
Levitt, why Superfreakonomics? 

I don't know how popular it is in 
India, but there is a rather popular 
song called Superfreak and, well, 


that is how the name came up. In 


fact, the book contains several ane- 
cdotal stories from India, and read- 
ers over here would love those I’m 
sure because some of those are 
really interesting. 

The second book has been done 
with a level of collaboration that did 
not happen for the first book. When 
Freakonomics happened, I was still 
getting to know Levitt. This time 
around, we are both more involved 
in the process and hopefully that 
will show. This project is, I believe, 
a far more collaborative project and 
we have used our blog as a great 


cut back as yet, things are tough 
there, too. And you know what— 
people, and that includes all these 
websites, will miss the newspapers 
and magazines when they're gone, 
because true journalism still happens 
there and these papers provided 
the fodder for the websites. Nobody 


might say it today but you'll see. 


And how did you end up as an 
author? 

Well actually I did a course in fiction 
writing in college, and I wanted to 
be a novelist. 


But your book made the “non-fiction” 
best-seller list? 

Well, (laughs) but it did sell a lot of 
copies and hopefully the new one 
will, too. 8 
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Protection 
or Protectors» 


Private sector life insurance firms have expanded! rapidly. But mounting losses anc 
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a cash crunch suggest that many are feedingg on the future. 


NITYA VARADARAJAN 


HEN THE LIFE INSUR- 
ance industry was 
thrown open to the 
private sector in 2001- 
02. it was expected 
that new entrants would make money 
in seven years. That, they said, was the 
thumb rule. Today, however, to de- 





scribe the financial position of most of 


the 17 private insurers as worrisome 
will be an understatement. The net 
loss reported by private insurance 
firms in 2007-08 has more than dou- 
bled to Rs 4,324 crore from Rs 1,950 
crore in 2006-07. 

According to the Insurance 
Regulatory Development Authority 
(IRDA)’s annual report, only two private 
players—sBi Life and Shriram Life— 
have been able to break even. In fact, ex- 
perts tracking the industry warn of an 
imminent shakeout as private life in- 
surers struggle to get their strategy right. 

*A number of insurers are heading 
for disaster. Their asset base is dispro- 
portionate to the capital infused. Many 
companies will soon be on the block," 
cautions R. Ramakrishnan, retired 
Executive Director (actuarial), LIC, and 
a former member of the Malhotra 
Committee, which laid the roadmap for 
the privatisation of the sector. 
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LOSSES (Rs crore) 


Birla Sun Life 
ICICI Prudential 
ING Vysya 

HDFC Standard 
Max New York Life 
Reliance Life 
Baja; Allianz 

SBI Life 

Kotak Mahindra 
Tata AIG 


Shriram Life 
Bharti Axa 

Lc 

Future Generali 
IDBI Fortis 
Total* 


*Figures 


2006-07 
-140 





£ 


1162 
1162 


do not include losses 


revenue account of life insurers 
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One-upmanship 

So, how did these firms find themselves 
in such a mess? One big 
reason is the *market share at any cost" 
game plan, which backfired. It meant 
several capital infusions, which 
naturally pushed back the break-even 
levels. Despite their growing base, 
private sector premium income jumped 
228 per cent between 2005-06 and 
2007-08. 

*It is easier for companies with 
lower capital to show returns. In the last 
two years, the number of insurance 
office networks has doubled from 5,000 
to 11,000, and the field force has gone 
up from 1,15,000 to 2,48,000 to cater 
to new business. While this enhanced 
premium collections, it called for higher 
capital investment and delayed 
profits," says S.B Mathur, former 
Chairman of LiC, and currently Secretary 
General, Life Insurance Council. 

The fact that many of the private 
players enjoyed an over-hyped valua- 
tion, also didn't help matters. ICICI Pru 
Life, for instance, was valued in excess 
of $12 billion in 2007, despite its ac- 
cumulated losses. In fact, such high val- 
uation sometimes encouraged or even 
forced private insurers to chase growth 
by pumping in more capital, causing 


RACHIT GOSWAMI 


further damage to their books. 

In the end, sustained liquidity crunch did force 
some firms such as Bajaj Allianz Life to do a mid- 
course strategy correction. *We stopped expansion 
18 months ago as we felt that the expense per per- 
son was going up while revenues were coming 
down. The business model just wasn't sustainable," 
says Kamesh Goyal, Country Head, Allianz and 
CEO, Bajaj Allianz Life. 

Failure to break even, though, is not the sole 
cause for worry for private players. Efficient capital 
deployment is another parameter where most of 
them have failed. Only three major players—sBi 
Life, Bajaj Allianz and HDFC Standard Life—score 
here. "Companies with a huge capital base relative 
to gross premiums will have to realign business 
soon, or break-evens could get pushed to 2015," 
warns Goyal. 

Also, profits come from the type of products 
sold. Term insurance products, credit loan insur- 
ance products and investment re- 
turn participating policies (also 
known as Endowment policies) 
are capital efficient. *Many in- 
surers, however, emphasised on 
Unit Linked Insurance Products 
(ULIPs) and are now caught on the 
wrong foot," says R. Krishnamurthy, Managing 
Director, Distribution Practice, Watson Wyatt 
Insurance Consulting, a global consulting firm. 
ULIPS typically take a longer time to generate income 
for the insurer. Bajaj Allianz did report profits a 
couple of years ago on an Actuarial Funded ULIP 


“Our average rural premium collected is only slightly 
lower than urban collections. In trying times, rural focus 
will provide the fillip for steady growth” 
N.S. Kannan/ ED, ICICI Prudential 
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"Companies with a huge capital base relative to gross 
premiums will have to realign business soon, or break- 
evens could get pushed to 2015" 

Kamesh Goyal/ Country Head, Allianz and CEO, Bajaj Allianz Life 


product—a complex product which involved low 
capital outgo. But after IRDA banned the sale of 
these products, the company lost out. 

Mathur also feels that rural obligations that most 
firms have, though sustainable in the long run, are a 
strain in the short-term. However, N.S. Kannan. 
Executive Director, ICICI Prudential 
Life, begs to differ. “Our average 
rural premium collected is only 
slightly lower than urban collec- 
tions. But our infrastructure costs 
are much lower. In trying times, 
rural focus will provide the fillip 
for steady growth," he says. 


Contrarians 

Yet, not everyone has lost out. Some firms con- 
tinue to post small but significant profits. For in- 
stance, the ability to leverage their parentage has 
helped players such as SBI Life and Shriram Life to 
stand out. SBI Life was not seen as a contender for the 
top slot even as late as 2005-06. Its claim to success 
Is its unique Bancassurance model, which takes full 
advantage of the State Bank of India's resources. “We 
have successfully implemented this low-cost model," 
explains U.S. Roy, Managing Director & CEO, SBI 
Life. So, while other players have to shell out two 
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sets of commissions—one to the bank for the re- 
ferral and one to the agent, in SBI Life, bank 
employees themselves sell policies directly and spi 
Life saves on an agent's commission. Also, such a 
set-up brings about huge manpower and infra- 
structure savings. 

As of March 2008, spi Life had just 180 branches 
of its own compared to over a thousand branches of 
some of its peers. These branches focussed largely on 
processing papers and paying commissions, while the 
spi branches did the front ending and sales. "Our in- 
surance advisors don't have to explain the com- 
pany's antecedents to customers and can focus more 
on products. So, their productivity level naturally 
goes up," says Roy. 

In September-October 2008, spi Life added 250 
more sales offices in areas where SBI branches don't 
exist, but it got them far better returns than their 
competitors. “Our investment of Rs 1,000 crore 
brought as much business as some of our competitors 
who had a capital base double or 
triple that value," Roy says. 

Realising the success of this 
model, HsBC Canara Oriental 
Bank of Commerce Life, the lat- 
est player on the scene, is now 
looking to replicate it. "spi Life's 
model is hard to beat because of its ready-made 
captive base. We, too, plan to utilise our parental 
advantage—the existing 4,000-branch network," 
says Harpal Karlcut, CEO, HSBC Canara Oriental 
Bank of Commerce Life. 

The other “winner”, Shriram 
Life, on the other hand, decided 
to use the Chennai-based Shri- 
ram Group’s existing base of 
20,000 agents for its chit and 
truck financing companies, who 
had a ready base of customers. 
“We did not face problems with 


agents, but had to deal with Bajaj Allianz 7.14 
issues relating to increasing their | 
uf 2 Bharti Axa 

productivity and business,” says 
Akhila Srinivasan, Managing Birla Sun Life 28.11 
Director, Shriram Life. The i 

= x : HDFC STD Life — 32.78 
company decided to follow a 
policy of managing a sustain- ICICI Pru 113.33 
able growth. as a capital of | 
a le gr th It has a capital of Kotak Life 7 58 
just Rs 125 crore and does not 
foresee further infusion in the Reliance Life 0.28 
next two years. Shriram spent spi Life 14.69 
very little on publicity and has 
an average premium of Rs Shriram Life 


Premium in Rs crore 


18,000 per policy. 
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PREMIUM POSITION 


Hunt for market has meant sharp rise in 
premiums but at the cost of profitability. 
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“Qur investment of Rs 1,000 crore brought as much 
business as some of our competitors who had a capital 
base double or triple that value” 

U.S. Roy/ MD & CEO, SBI Life 


The Cure 


Despite the losses, however, most players were 
investing aggressively till the sudden downturn late 
last year stumped them. “The slowdown signs were 
evident but we thought growth would stabilise to a 
reasonable 30 per cent from the 
high of 90 per cent. Instead, 
there is actually a negative 
growth,” rues Kannan. 

The situation, in fact, may 
worsen for smaller players if the 
government doesn’t relax FDI 
guidelines from 26 per cent to 
49 per cent as some of the do- 
mestic partners are not inclined 


857.45 6,674.48 


113.24 | lieu 

to pump in more capital in the 
621.31 1,965.01 current environment. 

486.15 2,685.37 So, is there any hope? Many 
see an opportunity in the down- 
1,584.34 8,034.75 turn. With negative growth and 
37399 1106.62 tightening of belts, some pre- 
dict that the break-even will hap- 
91.33 2,751.05 pen faster—probably in the next 
48485 4,792.82 two to three years. The slow- 
down may well prove therapeu- 
309.99 tic to an industry used to a 


Source: IRDA scorching pace of growth. ü 
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-1 do not acquire companies to play in 
Stagnant western markets, but to become 
stronger in the dynamic Indian market.” 


Dr. Vijay Mallya, Chairman, UB Group 


Dr. Vijay Mallya is a living legend in every 
right. His diversified interest in spirits, 
aviation, motor sports and cricket is as 
dynamic as the man himself. Taking on the 
reins of McDowell at a young age of 28, he 
firmly led India and United Spirits Limited 
(USL) onto the global stage. As USL 
celebrates the milestone of 90 million 
cases in sales, he reflects on the defining 
moments of the world's third largest spirits 
company with some inspiring words. 


How proud are you of the 90 million cases 
mark? 


You know when | took over this company, 
when my father (the late Vittal Mallya) 
passed away in 1983, we sold 2.8 million 
cases. The industry was fighting for 
legitimacy and recovering from the 
prohibition imposed by a previous 
government. Our margins were horrible and 
people doubted our survival. But by our 
sheer tenacity we survived. | remember the 
time when we crossed the 10 million cases 
mark and how our distributors danced, but 
considering our past, the fact that we 
crossed 90 million cases and have set our 
sights on 100 million is a great achievement 
and is a ringing endorsement of the quality 
of the team we have at United Spirits. 


Over the past few years United Spirits has 
made some big-ticket foreign acquisitions, 
anything big planned later this year? 


We think through all our acquisitions and 
there is always an underlying reason. 

The main reason we bought Whyte & Mackay 
was not so that we could sell scotch whisky. 
We blend scotch whisky in several of our 
Indian brands such as Royal Challenge, and 
over the years our suppliers which were our 
rivals in India had increased prices and 
might have turned off the tap anytime. 

We had to secure our supply and our 
acquisitions did that as well as providing us 
a bevy of well-respected brands which the 





visionary who has built a great empire. Can 
you enlighten them with some words o 
wisdom! 


What differentiates a great team from a 
good team is ‘killer instinct’. Let us not rest 
on our laurels, but be on our toes and 
strive for greater glory. And | am sure, we 
Will be the number one spirits company in 
the world very soon. 


young, discerning Indian consumer has 
taken to. | think as a company, we have 
done well because our acquisitions have 
been well thought out. Shaw Wallace has 
helped us cut costs and improve our 
margins significantly. The other acquisitions 
have allowed us to give a growing, 
demanding and young Indian market, 
access to good products. | do not acquire 
companies to play in stagnant western 
markets, but to become stronger in the 
dynamic Indian market. 


This year is planned to be a big year in the 
wine category, why the sudden interest in 
this category? 


We feel that with Indian consumers, 
particularly women are choosing wine of 
late, we had to be in this category. Women 
consumers have been a category that some 
say we have neglected over the years, but 
lately they have started to drink wine. 

We have built one of the best wineries in 
the world at Baramati and coupled with 
expertise, thanks to our wineries in France, 
| am sure we will give the consumer a 
product that they will appreciate. 


Dr. Mallya, the people at USL see you as a 
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"100 million mark is not too 
far away!" 





Mr. Rekhi, you must be really happy at United 
Spirits Limited (USL) selling over 90 million 
cases in 2008, it must be a fantastic 
achievement. 


Yes it is. We have grown from 75 million 
cases to 90 million cases. We have been 
helped by our strategy of having products 
across the range, from Rs. 150 to in excess 
of a several thousand rupees for our 'Rare & 
Prestige' collection from Whyte & Mackay. 
We are in a strong position now. 


Are you setting any target for the future? 


Well, we are the global number three now 
and only a few million cases behind the 
global number two (Pernod Ricard) which 
sold 96 million cases last year. We expect to 
grow by around 14-15 per cent the coming 
year, and hopefully should sell over 100-105 
million cases and soon overtake the current 
number two. And then, we will set our sights 
for the peak. | do not want to be 
presumptuous but | believe that is a target 
worth setting, one that Dr. Vijay Mallya, and 
| along with all the employees of USL will be 
striving towards. 


ls it important to USL to be present across 
the price range that you mentioned? 


Not only is it important, it is extremely 





Vijay Rekhi, President & Managing Director, USL 





necessary. | feel that a consumer should 
always remain under the USL umbrella. A 
consumer can graduate from McDowell's to 
Royal Challenge to Black Dog to an old 
Whyte & Mackay. And | feel that our 
consumers appreciate that. 


Moving on, what excitement can consumers 
expect from USL this year? 


Oh, that is a very loaded question. As we are 


always striving to give more to our consumers, 


be it new tastes or remaining at the 
cutting-edge of packaging and distribution, 
which | believe is our duty as a market leader 
in India. Right now we are rolling a new 
packaging for our highly successful Royal 
Challenge Whisky where the entire packaging 
was redesigned by a famous design house in 
London called Claessens International. This is 
being rolled out gradually across India. 


Under the Romanov Vodka brand, we have 
launched "Romanov Red", a sub-brand, which 
targets the premium vodka drinker. This 
variant has an extremely smooth taste as 
well as a very innovative packaging. So there 
is a lot of excitement when it comes to 
products, but there is also some excitement 
around the corner in distribution. 


Distribution, what changes can you 
implement there? 


A toast to the lead 
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Well, in Bangalore we have already 
introduced the first of our new ‘Spiritz & 
More’ stores. This is not about USL 
getting into organised retail; we have no 
interests in the real estate business. We 
believe in partnerships, so we are 
partnering with liquor retailers to upgrade 
their stores, where we give their stores a 
new modern, yet standardised look where 
consumers can enjoy the process of 
carefully choosing and selecting brands 
they wish to buy. 


We know the process of buying liquor is 
regarded tedious. So much so, that many 
consumers haven't seen the inside of a 
shop for years, and send domesties to 
buy their spirits. We want these consumers 
back into a store where they can 
experience and see some of the exciting 
new products we have. 


Will you be rolling this out all over India? 


That is the plan, but for now we have just 
started with Bangalore. 


Two years ago, USL made history whe! 
they bought Whyte & Mackay, anything 
really exciting planned by USL under its 
scotch portfolio? 


Actually, we plan to launch another 
affordable blended scotch whisky to 
complement our long-standing and very 
successful Black Dog brand. When it 
comes to Whyte & Mackay, Indian 
consumers have really appreciated our 
special whiskies - our 13, 19 and 22 year 
olds, which are matured for one year over 
and above their traditional maturation 
period in sherry casks that instill in 
Whyte & Mackay whiskies a special 
flavour. 


What has really surprised me is the 
success of our "Rare & Prestige" whiskies 
which are sold directly from the barrel. 
These are by special order only and 
include whiskies that are over forty to fifty 
years old in some cases. 


Any plans to launch single malts? 


Well, the single malt market has been 
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growing rapidly over the past few years as 
consumers have become more aware. We 
have launched "Dalmore" and "Isle of Jura" 
from the Whyte & Mackay stable recently. 
| feel itis more important to be 
well-established in the blended malts 
market for now. 


Along with whiskies and other spirits, USL 
also plans to be a big player in the wine 
market; can you give us an idea of what is 
going on there? 


First, | would like to make a correction. Many 
people think that USL is a Johnny come 
lately' in the wine market. Many years ago, 
USL was the pioneer of wine in India through 
our winery at Baramati in Maharastra. This 
was way before all the Sulas and the 
Indages came along. We sold wine under the 
Bosca brand and this was a well-appreciated 
brand. Unfortunately, Bosca fell out of 
fashion with the consumers. 


However, we have made a substantial 
investment into our greenfield winery at 
Baramati and | would like to thank Union 
Agriculture Minister Mr. Sharad Pawar for 
encouraging us. Our new Rs. 100 crore 
investment will be showing results soon. 


Can you give us an idea of what to expect? 


Well, we will be selling wines under two 
brands, the first is ‘Zinzi’ which will be a 
youth oriented product, an entry-level 
product which is the first time a wine 
product will be introduced for this segment 
in India. And this will not be a low-end 
product, but hopefully will attract a whole 
new class of consumers into the wine fold. 


Higher up the scale, we will have wine sold 
under the ‘Four Seasons’ brand. This is a 
product that will be far superior to the rest 
of the wines currently in India as we have 
brought in experts from our French wineries 
to help us set up our new infrastructure. We 
will sell six different varietals, or grape types 
of wine -Cabernet Sauvignon, Shenin Blanc, 
Sauvignon Blanc, Shiraz, Blush and 
Zinfandel. You would start seeing Four 
Seasons in stores pretty soon. 


| First choice supplier of high value added packaging. 
| India’s most sophisticated packaging house. 
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“Our new Rs. 100 
crore investment 
will be showing 
results soon.” 


In addition, that we also import and sell 
wines from the Bouvet-Ladubay winery we 
have in France as well as use our far 
reaching distribution structure to import 
wines from some of the best independent 
wineries across the world and sell them to 
discerning Indian consumers. 


That should be exciting, but tell us, isn't it 
ironic that an Indian company doesn't sell 
any ‘Indian’ liquor? 


Well, that is a valid point, and we realise 
that and we will be a company to make a 
change here. We are continuing our efforts 


to refine and deodorise cashew Fenny, 
which as some are aware is the local spirit 
from Goa. Our efforts should show 
success soon. But what | think is really 
fascinating is that several years ago, we 
bought a distillery near Udaipur where we 
discovered that a previous Maharaja had 
left a recipe for an evening liqueur which 
included nuts and all sorts of exotic Indian 
spices and herbs. We are experimenting 
with that now. 


That should be exciting. 


Yes, but for that we would need support 
from the government as well. Despite all 
efforts, our duty-free shops lock-out Indian 
brands and even if we make these new 
products | doubt we will be able to 
showcase them to the world through these 
Stores. We are an Indian company and we 
are proud of that. 


Thank you sir and best of luck. 


Thank you and the 100 million mark is not 
too far away! 


Cast Sadia Spirits $ 
Boer Yistituters ut Lid 


H.O : 228, Keytuo Industrial Estate, 220, Kondivita Road, 
Andheri (East), Mumbai-400 059 


Branch Office : 3/1A & 4B, Gibson Lane, Kolkata-700 069, 
Phone : (033) 22485864/ 22109213 
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State-of-the-art technology 


* World-class quality ๑ 





Highly skilled & dedicated team 


Tre Limited, Packaging & Printing Business, P O Box 2277, Tiruvottiyur, Chennai - 600019. Tel.: +91 44 25733121 | 31, Fax : +91 44 25733852, Website - www. itcportal.com 
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CELEBRATING GLOBAL 
LEADERSHIP 


MARCHING TO THE MILLIONAIRE TUNE 


United Spirits Ltd., the Rs. 5000 crore spirits arm of the multi-billion 
dollar UB Group has done India proud by crossing 90 million cases for 
the year 2008-09 and retaining its position as the world's third largest 
spirits company by volume inspite of the economic meltdown. 


Visionary leadership, global 
acquisitions, precision planning, major 
investment in IT for networking, speed and 
efficiency, expansion and upgradation of 
production and marketing facilities and 
constant focus on improving the skill sets 
of employees has enabled USL to increase 
its sales from 75 million cases to 90 million 
cases in 2008-09, with plans to cross the 
100 million cases mark in 2009-10. 


USL's volumes have grown steadily from 
26 million cases in 2000 to 75 million cases 
in 2007-08 


Even as Chairman Dr. Vijay Mallya and 
President Vijay Rekhi celebrate Signature 
Whisky's entry into the millionaire club this 
year, they have unleashed a mega 
production, sales and marketing blitzkrieg 
to continue remaining on top of the heap in 
India and marching towards the numero uno 
status in the global spirits space in the 
years to come. Signature Whisky marks the 
18th popular brand from USL to have 





crossed the million cases mark in annual 
sales. 


USL, earlier McDowell and Company Limited, 
is headquartered in Bangalore with a global 
footprint and 7500 employees across 
various locations. It has a portfolio of more 
than 140 brands, of which 18 are millionaire 
brands. It has manufacturing and bottling 
units in 74 locations across the country and 
its products are sold through 64000 outlets. 


USL represents the merged entities of the 
erstwhile McDowell & Co. Limited, Phipson 
Distillery Limited, United Spirits Limited, 
Herbertsons Limited, Triumph Distillers and 
Vinters Private Limited, Baramati Grape 
Industries Limited, United Distillers India 
Limited, McDowell International Brands 


Limited and Shaw Wallace Distilleries Limited. 


The erstwhile McDowell & Co. Limited was 
first established as a proprietary business in 
1826. Each of these companies had created 
and nurtured mega-selling brands of various 
spirits. In the merged entity they have proved 
the catalyst for USUs global ambitions. 


| 


^ 


UB Group Headquarters, B 
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IN THE HABIT OF WINNING 


(L- R Standing) - B. K. Maitin, Amrit Thomas, Sanjay Raina, S. D. Lalla, Abhay Kewadkar, Vivek Prakash, N. R. Raisekher, A. K. Rav 


ร $ ‘a | 


Nedungadi, N. Dugar, |. P. Suresh Menon, Ajay Baliga, P. S. Gill 
(L-R Sitting) - V. S. Venkataraman, T. K. Subramanian, Philip A. B. Sargunar, Vijay K. Rekhi, P. A. Murali, Ashok Capoor, 


Laxmi Narasimhan K., Kaushik Chatterjee. 


S.D. LALLA 


Joint President, USL, says - "This year was 
one of the most turbulent years for the 
liquor industry but we did well thanks our 
foresight and team effort. | have been 
around in this company for a while and 
always remember founder late Vittal 
Mallya's dictum, ‘Know how to earn before 
you learn how to spend.’ Working with 

Dr. Vijay Mallya since he took charge has 
been a pleasure and an honour. Being so 
closely connected with the spirits 
industry, we realised the economy was in 
a churn and skyrocketing prices of raw 
material and fuel would hit our bottom 
line, so we planned carefully and 
implemented a seamless increase in 
production and pricing of some popular 
products, whilst cutting costs in the 
overall enterprise. Anticipating the curve 
ball of the markets is a part of the 
management process and predicting its 
ellipses correctly is what has enabled us 
to do so well." 


ASHOK CAPOOR 


Deputy President, USL, says - "We have a 
strong sales and distribution outfit with a 
range of high quality and popular products. 
Our relationship with trade has always 
been transparent and honest. This has 
helped us greatly in the recent months. We 
have also strengthened our sales efforts 
through separate coverage of retail and 
institution channels, with teams equipped 
with PDAs and riding on a SAP enabled 
network providing real-time data, enabling 
smooth workflow in production, distribu- 
tion and marketing." 


P.A. MURALI 


Deputy President & Chief Financial Officer, 
USL, says - "This year despite the 
recession conditions, we have been 
growing at about 1996 as opposed to the 
industry's growth of 1596. We have gained a 
market share of 200 basis points during 


Touching NELE highs: 





the current year to be at 40% at the end of 
December '08. Our first line brands have 
also gained market share to be at 58.596 
as of December '08. Excellent working 
capital management has also supported 
our unprecedented growth and 
achievements during the last 4 years. 


However, the real turning point has been 
the acquisition of Shaw Wallace & Co. Ltd. 
and the management team's ability to 
maximise the synergy benefits through a 
seamless integration of both the 
businesses which had different cultures 
and different ways of doing business. Thus 
the acquisition catapulted us into the big 
league whereby we straddle all flavours, all 
segments and all price points with brands 
in leadership position in each of the 
segments. 


Post Shaw Wallace, we realised that we 
had gaps in the scotch and wine segments 
We acquired Whyte & Mackay, the 4th 
largest scotch distiller in the world and 
Bouvet Ladubay, a boutique french winery 
in Loire Valley through fully-leveraged 


V Barmalt (India) Private Limited 


Post Box No. 34 
Jharsa Road, Gurgaon — 122001, Haryana India 
Phone: (0124) 2381401 (5 lines) 


Fax : ( 0124) 2380201, 2381618 
e-mail: gbarmalt@bol.net.in, barmali@barmalt.com 





buching newer highs. 
AEGIS BEVERAGES PVT. LTD. 





Cee Cee Group 


39/4085(A), FIRST FLOOR, SANNIDHI ROAD, 
RAVIPURAM, COCHIN-682016, INDIA. 
www.ceeceegroup.com 
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SOARING HIGHER AND HIGHER. 


GARDEN POLYMERS PVT LTD (Manufacturers of Premium Quality PET Bottles for PHARMA & LIQUOR) 


Garden Polymers and all of its members are committed to support, USL's ambitious goals for next year and beyond. 
We thank USL for the opportunity to be associated as a value added strategic supplier of premium quality PET bottles. 
"Best wishes from Garden Polymers Pvt Ltd ---- A company promoted by the Western Cans Group, Mumbai" 
Regd. Add. : 11 Abhishek, Plot No. C/5, Opp. Lotus Business Park, Off. New Link Road, Andheri (W), Mumbai-53 
Tel. : (022) 4082 6000, Fax : (022) 4082 6099, Email : sales@gpoly.in 
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buy-outs. Yet again, by merging some of the 
subsidiaries we have created equity 
instruments in the form of treasury stock 
which USL can use and deleverage well in 
time. The treasury stock is typically USL 
shares held by a trust for the benefit of the 
company which can be used to place equity 
in the hands of a strategic partner at an 
appropriate time. Our track record has 
boosted the confidence of our investors, 
who appreciated not only our fully-leveraged 
and bold acquisitions, but also our ability to 
deliver on time while showcasing strong 
performance”. 


Deputy President (Procurement, Projects, 
Manufacturing & QC), USL, says - “The future 
is ensured by securing the present and 
planning for the future. To touch 90 million 
cases we had to rely on 35,000 stock 


keeping units (SKUs) in 74 locations as well as 


nearly 200 suppliers. To enable such a huge 
volume of procurement and manufacturing 


capabilities we leveraged our SAP network as 
well as maintained quality control and hygiene 


standards of the highest level via various 
methods including innovative photographic 
and video evidences from all our production 
units. We also invested in technology to 


reduce wastage and improve quality. We took 


steps to de-risk procurement via long term 
sourcing strategies. Over the years we have 
been able to calculate each state's require- 
ments on every front and plan accordingly. 
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We also have firm plans in place for uninter- 
rupted supplies of all inputs like molasses, 
various ages of malts, grape and rum spirits 
as well as all packaging materials. We focus 
on the latest technology pertaining to the 
production process, formulation, packaging 
options etc. Hence the company ensures 
that in future production capabilities keep 
pace not only with the sales forecasts but 
also other innovative production and 
packaging options to the satisfaction of 

the customers", 


Sr. Vice President (Planning & Control) USL, 
says - "At the heart of the enterprise is a 





well-rounded and detailed planning procedure. 


The continuity factor is important in this 
business and so my team works and plans 
using their vast experience in the spirits 
business and the company. From 
procurement to production to sale, we have 
tabs on every detail, including 

indicative profitability for that month. 

All this info is available online and by 

9.30 am on Day 1 of the new month, the 
reports are released to the top 
management". 


Executive Vice President (Marketing), USL, 
says - "The coming together of USL as a 
single entity in 2007 posed many challenges 
to marketing. Competing brands were 


suddenly on the same platform. Everyone had 
their favourite brand and everyone came from 


a different corporate culture. The challenge 
was to optimise the portfolio and take 
on the competition. 


This entailed repositioning and putting in 
place processes to improve portfolio 
optimization. We had to refine the market 
mix for the brands, capturing the 
strengths of the past and have a vision for 
the future. 


We leveraged our embedded knowledge in 
packaging and branding and gave new 
aesthetics and direction to the McDowell's 
No.1 range, Antiquity and Royal Challenge. 
We introduced new packs like the Black 
Dog pint and nip and the Royal Challenge 
2 litre pack. We also launched new 
products like Romanov Red that has sold 
nearly 100,000 cases in its first year of 
launch. The last time we had such a record 
for a new product was Herbertsons' 
Bagpiper Whisky, which sold this number 
in its launch year. 


The marketing team has stepped up to the 
plate and delivered. We have made radical 
changes to the workings of the marketing 
programme. The consumer drinks alcohol 
as a lifestyle statement and we have 
homed in on this with our entire portfolio. 
We are in every segment of the lifestyle 
space and our market planning is all 
inclusive, so that the sales team not only 
feels aligned and involved but owns end 
output, rooted in ground reality and day to 
day business. 


We brought Elton John, Bryan Adams, 
Enrique Iglesias, the Rolling Stones - 
some of the biggest international names in 
music to India to create memorable and 
iconic events. We leveraged IPL not only 
across our brand portfolio but across IPL 
teams also. We have a long-standing 
association with Mohun Bagan football 
club. These are first building blocks of 
experience led marketing programmes". 


One Goal One Spirit. 





SALSON LIQUORS PVT. LTD. 


Regd Office: Biosiba House, Near Chandini Market, 
Fraser Road, Patna — 800 001. 
Phone: (0612) 2210901, Fax: 2210900 
Factory: Danapur Khagaul Road, Danapur, Patna — 801 503. Phone: (0612) 6452119 


Unstoppable passion. Unbeatable spirit. 


ALTRA SPIRITS INDIA PVT. LTD. 





Be with the leader. 


Phone: 2542658, 2637377 (0) 


KALIPUR, A.T.ROAD, GUWAHATI-791009 ASSAM) 








Sharing the spirit of success. | 


PRINTING AND PACKAGING DIVISION 
Read off./Unit 1 : No 36, Ambattur Industrial Estate 
Ambattur, Chennai, 
Ph. No. 044- 42080532, 42080533; Fax: 044- 42080531 
Unit 11: Adinath Food Industries Compound, 
F STD : ] 9 7 ] Vill. Bagbania, Baddi Nalagarh Highway, 

i Nalagarh, Solan Dist., Baddi — 174 101 ,H P. India 

Ph. No. 91-1795-236607/08/09; Fax: 91-1795- 2361; Email:icmc @vsni.com 
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1826: McDowell & Co. is established as a 
trading company with its headquarters in 
Madras, by an enterprising Scotsman, 
Angus McDowell. 
















1951: Vittal Mallya acquires McDowell, 
initiating a new era in the history of the 


company. é é 


1959: Vittal Mallya envisions an enterprise 
of his own, built on the foundation of 
McDowell. The first distillery is established 
in Cherthala, on the banks of Kerala's famed 
Vembanad Lake. 





1961: The first ever distillation plant in the 
country to produce Extra Neutral Alcohol 
with French collaboration, is commissioned 
in Cherthala. It begins bottling Beehive 
French Brandy for Herbertsons Limited. 


1963-64: McDowell launches its own 
McDowell's No.1 Brandy, creating the 
template for the No.1 brands that followed. 
Vittal Mallya acquires Carew & Co. with 
distilleries in Rosa (UP), Asansol (West Bengal) 
and Darsana (East Bengal now Bangladesh). 
Vittal Mallya acquires Phipson & Co., Calcutta, 
thus creating a national footprint for the 
Spirits business. 


1968: McDowell's No. 1 Whisky launched 
and proves to be an instant success. 


1969-73: McDowell Hyderabad distillery is 
commissioned, followed by one in Ponda 
(Goa) in 1971 and in Hathidah (Bihar) in 1973. 


1973: Vittal Mallya acquires Herbertsons. 
Vijay Mallya, his son, is inducted as Director 
in McDowell & Co. 


1976: Herbertsons 
launches Bagpiper Whisky. 
It is a sell-out clocking 
100,000 cases in its year 
of launch. a 





1977-80 : Vittal Mallya goes on a distillery 
acquisition spree bagging distilleries in 
Udaipur, Alwar, Mirganj, Serampore and also 
sets up a plant in Pondicherry. 


1980 : Royal Challenge (a Shaw Wallace brand 
at that time) trailblazes from the North to win 
the hearts of whisky drinkers across India. 


1983: Dr. Vijay Mallya takes over as Chairman 
of the UB Group and McDowell. The 
company soon earns itself a reputation for 
Innovation in product development and 
marketing strategy. 





1987: McDowell & Co. headquarters shift 
from Chennai to Bangalore. 


1988: The Group creates a full-fledged 
Technical Development Centre, one of Asia's 
finest where continuous research work is 
carried out for product and process 
development. 


1990: McDowell's No.1 Rum is launched - 
Celebration (Dark) and Carribean (White). 


1991-92: McDowell acquires the spirits 
business of Forbes Forbes Campbell & 
Company Limited with a manufactory at 
Nashik and its brand portfolio. 

1992: McDowell launches Asia's first Single 


Malt, Duet Gin and Vodka variants. Shaw 
Wallace launches Antiquity Rare Premium 





Whisky, a blend of exclusive scotch, fine 
Indian malts and premium neutral alcohol. 
India's first joint venture in alcoholic 
beverages is created - United Distillers 
India Limited is formed with United 
Distillers p.l.c of UK. Black Dog 12 YO 
Deluxe Scotch, Black and White, VAT 69 
and White Horse are bottled in India at the 
Group's Nashik Unit 


1994: A prized new product, slated to be 
the ‘Best Indian Whisky’, is introduced. A 
well-rounded bouquet of Indian peated 
malts with a generous infusion of exclusive 
Scotch, it is named McDowell's Signature. 


1995: Carew Phipson Limited, Consolidated 
Distilleries Ltd. and a few other companies 
merge into McDowell & Co. which now 
owns 9 manufacturing facilities, 


1998: McDowell & Co Ltd. celebrates its 
centenary. With five millionaire brands in 
its portfolio: No.1 McDowell's Whisky with 
annual sales of over 2.5 million cases, 
No.1 McDowell's Brandy with annual sales 
in excess of 2 million cases and 
Celebration Rum, Old Cask Rum and 
Diplomat Whisky with sales of over one 
million cases each. 


2005: McDowell & Co. completes 
acquisition of Shaw Wallace & Company, 
for long its traditional competitor in the 
market place 


2006: USL, the flagship of the US S 3 
billion plus, UB Group is created through 
the merger of McDowell & Co., Herbert- 
sons Limited, Triumph Distillers and 
Vinters Private Limited, Baramati Grape 
Industries Limited, United Distillers India 
Limited, Shaw Wallace Distilleries Limited 
and four other companies. Bouvet 
Ladubay, subsidiary of France-based 
Taittinger is acquired. 


2007: Together, Shaw Wallace, McDowell, 
Herbertsons and Triumph Distillers & 
Vintners account for group sales 
exceeding 66 million cases with retail sale 
value of over Rs 14,000 crore. USL 
acquires Whyte & Mackay, UKs leading 
scotch whisky distilléry. In this year, USL 
also acquires Liquidity Inc., makers of 
Pinky Vodka. 


2008: USL introduced McDowell's No.1, 
Royal Challenge and Antiquity in a new, 
international pack. Whyte & Mackay 
Special, bottled at Nashik facility is 
launched. Romanov Red Vodka makes 
waves in the prestige vodka market. The 
company clocks sales of 90 million cases 
in 2008-09. Growing at 20% over its 
previous year achievement. 








PARTNERS IN SUCCESS. 


Regd. Office: 87, A.J.C. Bose Road, Kolkata- 700014. 
Tel: 2265-1169 / 2216-8471, Telefax: 2265-9511. 
E-mail: mbdpl 98@yahoo.com 


One Goal. One Spirit. 
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SALUTING THE LEADER. 


MANDOVI DISTILLERIES & BREWERIES PVT. LTD. 


Regd. Office: Kences Enclave, #1, Ramakrishna Street, 5th Block, 7th Floor, T. Nagar, Chennai — 600017 
Phone: 28143336. Fax: 091—444—42606688; Factory: D 8, Madkaim Indistrial Estate, Madkai, Ponda Taluk, Goa ~ 403 404. 
Phone (0832) 2 392125 / 2075, Fax: 2392695 


LivPET? 


_PET Bottles, Jars & Contamers. 


A Livia Polymer Bottles Pvt. Ltd. 


Mandaiyur Salai, Mandaiyur, Pudukkottai District - 622 515, India. Tel./Fax: +91 - 4339 - 250 418 / 472/ 580 / 803 
Email: admin@livia.in / liviapolymer@gmail.com 
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"Our host of luxury brands is the 
crystalisation of USU's vision for premium 
products", opined Anant S. lyer, Head of 
luxury brands, USL. 


USL acquired the Scottish company 
Whyte & Mackay Ltd. for £595 million in 
May 2007. Being the fourth largest 
manufacturer of scotch whisky in the world. 
It has a strong brand portfolio with brands 
like Dalmore, Isle of Jura, Whyte & Mackay 
blended Scotch, Glayva, Fettercairn and 
Vladivar Vodka. Through this acquisition, 
USL now owns the world's largest grain 
distillery, a bottling unit and a bulk scotch 
inventory of 115 million litres, that will 
ensure a steady supply of bulk scotch. 


Whyte & Mackay is available in India in 
variants like Whyte & Mackay 'Special', the 
timeless Whyte & Mackay 'The Thirteen' (13 
year old), the exquisite Whyte & Mackay 'Old 
Luxury' (19 year old) and the lavish Whyte & 
Mackay 'Supreme' (22 year old). USL 
launched Whyte & Mackay Special, bottled 
at the company's Nasik distillery, on the first 
anniversary of the launch of Whyte & Mackay 
in India, giving a fillip to the company's 
presence in the bottled-in-India scotch 
segment. USL is targeting a 2096 market 
share of the bottled-in-India market through 
Whyte & Mackay alone in the next 3 years. 


"The launch of Whyte & Mackay Special 
marks an important milestone in further 
strengthening our presence in the blended 
scotch market which is pegged at 800,000 
cases per annum, 671,000 cases of which 
are locally bottled," said lyer. "With 
bottled-in-India brands registering a high 
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- of 2096 and given Whyte & Mackay's wsi & MA Chg L 


distinctive taste and compelling price 
point, we are confident this product will do 
well in India as it has done in over 50 
countries around the world”, he added. 
‘Whyte & Mackay's Jura’, 'Dalmore' and ‘40 
year olds’ provide the super charge in the 
luxury segment. The key to Whyte & Mackay's 
Success is its unique "double marriage" of 
a blending process that no other scotch 

in its category can lay claim to and also Whyte & Mackay 40 Year Olc 
the seductively smooth and rich taste 

of the scotch. 


บ ร ม ร oldest Scotch brand, Black Dog 
remains true to its 126 year old heritage. 
Black Dog Deluxe 12 year old and Black 
Dog Centenary 8 year old - launched to 
commemorate 100 years of Black Dog 
remain the oldest scotch whiskies bottled 
in India. Such heritage has great appeal 
among Indian consumers with Black Dog 
Deluxe 12 year old enjoying close to 45% 
market share in its segment. 


USL also acquired Liquidity Inc, a 
US-based maker of specialty vodkas, with 
Pinky Vodka, being one among them. This 
specialty luxury vodka has been 
positioned as the ‘THE WORLD'S MOST 
BEAUTIFUL VODKA. The vodka was 
created by a team of Europe's top wine 
tasters using pure glacial water and 
Swedish winter wheat, distilled 5 times. 
The 12 botanicals - including violets, rose 
petals, strawberries and Italian citrus - 
hand blended into the vodka, deliver a 
floral but richly complex flavour to 

Pinky Vodka. 
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The Dalmore 40 Year Old 


SOARING HIGHER AND HIGHER. 


Padappai, Chennai. 




















Saluting, the winning, spirit. ae of 


Technology for Sustainability 


Across 5 continents. Over 45 Countries. Over 450 References. 


United in success. 


PIONEER, Marktrade (p) Ltd. 


63/12, Rama Road, New Delhi- 110015 
Ph:45042310, 45034908 


Sharing the spirit of success. 


[ I Oriento Containers Ltd. 


-a Fs peu pc Trad Mss 3 EC = PTY eee š " 
Service Tax Reg. No. 001/PKG/06/200 7 ll rt $ tt Semi Automatic & Fully Automatic 
Bottling Contractor 


? _ SHARING THE SPIRIT OF SUCCESS. 


S. P. Jaiswal & Co. 


A7. — HL: Hari Om Bhawan, 123-124, Sunder Nagar Main, Sukhliya, INDORE $Ë : 0731-2575005 
[0 ฝ ว 278(.: Medowell 8 Co., Bhopal, Br. : Aegis Beverages P. Ltd., Bilaspur 














CELEBRATING WITH THE LEADER. 


Prayag Enterprises Private Limited 
5-9-19, 3" Floor, Laxmi Narsinh Estate, Secretariat Road, Saifabad, Hyderabad-500 004. 
Phone : 23243737, 23243838. Fax : 23243232. 


On the occasion of celebrating achievement of All India Sales of 90 Million Cases 
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POWER BRANDS - THE BELLY OF THE MARKET 


Some of them sell in the millions and are 
world-beaters in their category. Some of 
them are among the best-known brands in 
India. Together they make up 70% of USUs 
portfolio. No wonder they are called 
Power Brands . 





The McDowell's No.1 whisky, brandy and 
rum are vital elements of this portfolio of 
Power Brands - McDowell's No.1 Whisky - 
India s second largest whisky; McDowell's 
No.1 Celebration Rum- India's largest-selling 
rum and in the running for the world's top 
slot; and McDowell's No.1 Brandy - the 
world's largest selling brandy. The portfolio 
also includes Bagpiper Whisky — world's 
largest selling non scotch whisky, Director's 
Special and DSP Black. 


State-of-the-art packaging has played a 
major role in the popularisation of many of 
the brands, especially rum and whisky. 


McDowell's No 1 has led innovation on 
every front be it the first guala cap in the 
country, the first smart cap, and even the 
first tamper-proof smartpack . It has also 
won the India Star Award for the mono 
carton. Mathew Xavier, Business Head, USL 
reminisces, "We were the first to use 
tetrapacks and other innovative packaging 


ideas in the rum and whisky segments by 
partnering with Tetrapack and Sarong of 
Italy. We have taken cross-category 
packaging innovations to our customers, 
offering them smart, tamper-proof, 
damage-proof, pocketable containers of 
their favourite beverages." 


McDowell's No.1 


McDowell's No.1, dubbed as Dr. Mallya's 
flagship brand, recorded a retail value of 
$1.6 billion (Rs 8,300 crore) in 2008-09. It 
sold over 30.5 million cases across 
whisky, brandy and rum categories to 
notch up this record. The retail value of 
the McDowell's No.1 family slots it in the 
eight place in brand rankings globally. 


McDowell's No.1 Whisky mopped up a retail 
value of $835 million, while McDowell's 
Celebration Rum realised $430 million and 
McDowell's No.1 Brandy garnered $335 
million. 


McDowell's No.1 Whisky is positioned on 
the platform of friendship and bonding. 
The marketing team has trademarked 
McDowell's No.1 Friendzy Carnival, that was 
held across 1200 locales, including clubs, 
providing large pegs of cheer to groups of 
friends in 2008. The promotion 
encompassed magazines, television, 
mobile and other convergent media. The 
brand website's unique page reviews 
crossed 2 million hits in three months, the 
highest ever in the FMCG category. The 
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mobile communication leg of Friendzy 
Carnival attracted over one lakh responses 
via sms, a record of sorts for a promotion. 
"We also used mobile couponing, an 
innovative consumer gratification tool," 
quipped Xavier. 


Bagpiper Whisky 


This is another USL brand in Impact 
International's 2008 list of Top 100 Brands. 
The Retail value of Bagpiper Whisky is 
($745 m). USL promoted the brand using 
Bollywood star endorsements and 
upgraded the packaging to international 
standards. It holds the distinction of being 
USLS first millionaire brand and the largest 
selling Indian whisky. 


DSP Black 


DSP Black is another major player that 
dons an international packaging. 

DSP Black has been positioned as a brand 
that provides avenues to break the 
shackles of predictability and enthuse life. 
Launched in 1988, this premium extension 
of Director's Special Whisky is the fastest 
growing whisky in the regular — prestige 
segment, showcasing a 4 year CAGR of 
35% . It is the recent addition to USL 
millionaire brands. 





Better than the best. 


UGP ENGINEERING PRIVATE LIMITED 


2B/ 10, 3rd Main Road, Ambattur Industrial Estate, Chennai- 600058, Tamil Nadu, India 
Ph: 044-26251041, Telefax: 044-26523290, E-mail: ugpenggG yahoo.com 





MFRS OF HIGH SPEED BOTTLING EQUIPMENTS 


UTED 085637 PV. WB, 


NO.7, CRESCENT PARK STREET, 
T.NAGAR, CHENNAI — 600 017. 
PHONE NO.: 24331777. 


Celebrating the new milestone! 


VANDANA Touching newer highs. 
DISTILLERIES 
PRIVATE 

LIMITED M. INUFACTURERS OF INDIAN MADE LIQUOR 


Teka Naka, Kamptee Road, Nagpur - 26 
Phone: 2640085, 2640316, 2640318 


Fax: 0712-2640086, E-mail: vdpingop@sancharnet.in 





Available at 
TOP KNOTCH 


Pondicherry 


Touching newer highs 
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WAREHOUSE 





Vinbros A Oo WHITE DRY 
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An ISO 900] & ISO 14001 Certified Company š p 


Chines Buaxellie No.4-A. Subbiah Salai. South Bouleward. Pondicherry. Ph. No. 0415-233 9645, 222 4371 
6 OR CRUS aed NYONERON IN Website : www. vinbros.com E-mail : riabros@ rediffmail.com 


















www.theoceanic.com 
| 


A relationship built on wood 
maturing the spirit to global proportions. 





ry 
$ 1 OCEANIC 
3 7 
ë š Oceanic Imports & Exports Corporation DN 
r; - == x 


^Y United ^ 





106 Navbharat Estates, B-wing, Zakeria Bundar Road, Sewri- West, Mumbai-400015 
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USL Divisional VP Debashish Shyam says, "In 
the regular segment, we have close to 5596 
share of the market. Our Romanov Diet Vodka 
and flavoured vodkas like Green Apple and 
Orange are doing extremely well. The 
prestige vodka segment has evolved in the 
last 18-24 months. Romanov Red has clocked 
a 12 per cent market share already and | am 
sure we will acquire leadership position soon." 





McDowell's No.1 Celebration Rum has fared 
extremely well, picking up from 296 market 
share up to 4396 in a highly fragmented 
market. This has largely been due to the 
high quality standards that McDowell's No.1 
Celebration Rum provides its consumers, 

a fact acknowledged by bagging several 
prestigious international awards. 
McDowell's No.1 Celebration Rum recently 
sponsored ‘Futsal Friendzy’. Fast-paced 
Futsal is the new T20 version of football and 
echoes the brand values of Celebration 
Rum. “We brought this format to India 
knowing it would catch on,” adds Xavier. 
Regional matches were held in Kochi, 
Bangalore, Kolkata and Jaipur. The national 
finalists got to play the USL sponsored 
Mohan Bagan team under the captaincy of 
football icon Baichung Bhutia. McDowell's 
No.1 Celebration Rum has been associated 
with football for over a decade now with the 
sponsorship of the Mohun Bagan Club. 


United Spirits Limited entered the Water and 
Soda business in the year 2000 with brands 
including McDowell’s No.1, Bagpiper and 
Director's Special, through the ‘Franchise 
Moder’. 


Currently, 40 Franchisees operate across the 
country with these three Brands, covering 
around 300 towns and with a retail reach of 
over 30,000 outlets. 


The business has recorded impressive 
growth with a CAGR of 39% over the last 
9 years and the Sales Volume 7.6 million 
cases in 2008-09. 


All the rage in India 
and abroad 


USL's premium brands like Antiquity, Royal 
Challenge, Signature, Romanov and White 
Mischief are a huge rage in India and 
abroad. The combined market share of 
USL in the premium segment is 6356. 


Royal Challenge, from Shaw Wallace portfolio 
has undergone extensive packaging changes 
as well as an upgraded blend that caters to 
consumer demands and tastes. USL conducted 
extensive research for over two years before 
making the changes. Royal Challenge is the 
sponsor of the Royal Challengers Bangalore 
IPL cricket team (of which USL is the 
franchisee), and the Force India Formula 1 
team, owned by Dr. Mallya. Antiquity Blue and 
Rare, also from the Shaw Wallace portfolio 
have been growing fast, at the rate of 3596, 
with Antiquity Rare doing extremely well in 
the premium segment. Antiquity is the most 
expensive IMFL brand in the country 


With the acquisition of the 155-year-old 
Bouvet-Ladubay in 2006, USL made its foray 
into the luxury segment of the wine industry. 
The acquisition enabled USL to assimilate 
leading edge viticulture from Ladubay, and 
foray into European and US markets for 
hard-selling its products. 


An established winery, with its origins dating 
back to 1851 in the Loire Valley of France, 

a popular wine growing region, Ladubay 
produces sparkling wines by using the 
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traditional "Methode Champenoise". Its 
distinctive and superior quality of wines 
command a premium price in France, 
Germany, Britain and US. 


Business Head (Wines) and Chief Wine Maker 
Abhay Kewadkar says, "Our wine business 
comprises three entities: Bouvet Ladubay, 
Four Seasons and United Vintners, each 
company catering to a particular niche." 


Fight labels of Bouvet Ladubay are already 
available in the Indian market and more will 
be launched soon. 


Four Seasons Wines has been set up in 
Baramati with USL holding 5196 stake and the 
remaining 4996 is held by local farmers and 
strategic investors. Six varietals of wine have 
been launched with steps being taken to 
market the wine across the country by April 
next year. 


The winery is located on 400 acres of 
vineyards and the company has constructed 
a French style chateau with 14 luxury rooms, 
a swimming pool, restaurant and other 
recreational facilities to attract tourists. It will 
be launched in June along with vineyard and 
winery tours for tourists from India and 
abroad. 


Zinzi was created especially for the new, 
young customer. Wines sell around 1.5 
million cases in India. 


United Vintners has been importing wine 
from South Africa, Australia, New Zealand, 
France and other countries. 


‘The aim is to make wine available across all 
price points as well as make it more 
accessible. 





SHARING THE 
SPIRIT OF SUCCESS. 


Unstoppable passion. Unbeatable spirit. 


de Sultania Trade Private Ltd 


Plot. No. A-2, Tahira Indl. Compound, Opp. Premsons Indi Estate, Caves Road. Jogeshwari (East), 
Mumbai-400 060. Ph: 2820 25 05/6 Fax: 28202486 e.mail: info@sultaniatrade com 
WWW .Sullaniatrade. com 





์ Distributors 
Pvt. Ltd. 





thermaxindia.com 







~ 90 million reasons to cheer 


90 million cases of liquor and alcohol in a year is a big achievement. As providers 
| of reliable energy - environment solutions, Thermax is proud to support UB 
x Group's continuing quest for excellence. 


Our felicitations to United Breweries on this memorable occasion. Looking 
forward to partnering UB to even bigger milestones in the years ahead. 





, ป ี “13, MID C. Area, R. D. Aga Road, Chinchwad, Pune 411019, Tel: 020-27475941 
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Business Our technology has fired the imagination of many brands worldwide. 
Today a host of Intemational brands prefer to work with us because not only do they believe in our 


III 

yl | technology for food packaging (we are one of the few who use FDA approved food grade material) 
An they also appreciate our solution oriented approach towards complex packaging needs 

This in turn has encouraged them to experiment with their packaging. Our list of satisfied clients cut 
across various industries and include names like Procter & Gamble, Unilever. Nestle. TATA tea. 
Cadbury's, Britannia, Wal Mart, GSK, Perfetti, DS Group, UB Group Haldiram, Lays, Castrol, Colgate 
Palmolive and Godrej Pillsbury 

And with so many luminaries encouraging us to c hallenge the technological frontiers of pac kaging, at 


UFLEX sky is the limit 
€ SUIFILIEX 


«««FLEXIBLE PACKAGING SOLUTIONS>>> ith hot trom dann Po Awl 


www.uflexitd.com | 











TIN: 16111128003 Off. 23882 
No 16111128205 (Central Resi. 23657-223636 
STO. 03821 





M/S. UDAIPUR BONDED WAREHOUSE 


Distributors for India Made Foreign Liquor & Beer 


New Town Road (Near Mahadeb Dighi), 
Radhakrishorepur, Udaipur, 
South Tripura 
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IN CELEBRATION OF FINE SPIRITS 





This IPL season, Royal Challengers bagged 
England's Kevin Pietersen for a whopping 
$1.55 million. 


Royal Challengers have put together a 
Strategy with an aim to win. With the 
learnings from the first season, the 
management has taken the necessary 
steps to put a winning team together for 
Season 2. Dr. Mallya envision Royal 
Challengers to be one of the most 
successful IPL teams. The outcome of this 
thinking are the key changes in team 
management: Brijesh Patel, a veteran 
cricketer himself has been appointed CEO 
of Royal Challengers and Raymond 
Jennings, the well known South African 
cricketer and former coach for the South 
African test / one day team and the current 
coach of the South African under 19 team, 
has taken charge as the Royal Challengers 
team coach. | 





The franchisees and the IPL managing 
team are working together to build a 
destination premiere sporting event global 
brand which seeks to compete with some 
of best known sports events across the 
world like FPI NFI 


SHARING THE SAME SPIRIT 


ซา 


MADHUSALA DRINKS PRIVATE LIMITED 


REGISTERED OFFICE & IMFL PLANT CORPORATE OFFICE 





PLOT NO. S-1, BUDGE BUDGE INDUSTRIAL ESTATE, THE MILLENNIUM, 235/2A, A.J C. BOSE ROAD, 
PUJALI, KOLKATA - 700 138, WEST BENGAL KOLKATA - 700 02 INDIA 
T 2482 0786 / 0787 2482 0789 T 033 2289 1912 F P033 2289 1908 
E madhusala@johalgroup.com E corporate@johalgroup.com 


JOHAL GROUP 


WE SALUTE THE WINNING SPIRIT. 





R.G. SHAW & SONS PVT. LTD 


CORPORATE OFFICE 
REGISTERED OFFICE & IMFL PLANT THE MILLENNIUM, 235/2A, AJ.C. BOSE ROAD, 
59 DHARAMTALA STREET, KOLKATA - 700 02 INDIA 
KOLKATA - 700 013 INDIA 1 033 2289 1912 F P033 2289 1908 
T 033 2244 1161, 2245 9697/78 E corporate@johalgroup.com 


MORAL GROUP 
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The UB Group - Spirits Business Sales Trend 











McDowell's Celebration created the Futsal xl 
Friendzy in 2008, a national tournament BBGECEST OE GRE UNE, 
version of football, which created waves 6 
Internationally. The Futsal tourney boasted of 8 
icons like the Mohun Bagan team and football $ | 
heroes like Baichung Bhutia and Jose $ 
Bares heres. D lud E c m, 
ป ล ๕ TEMEUSP 
ท ร จ รณ ๒ น ล ต จ 0 Š £ G O = YE ' 2 * ๒๐ ๑ ๒ ๕ ๑ ๐ 
๒ ๑ ๑ ๑๑ ๑ ๑ ๓ ๑ ๑ ๑ ๕ ๑ ๕ ๑ ๕ ๑๑ ๐๑ ๒ ๕ ๓ ๕๓ ๕ ๑ ๕ ๕ ธ 6 ๐ ๐ ๑ ๕ Ó G Š cÇ G Ó À 
ว วร: 
๓ TES ค ฝ ค ณะ 
Signature Whisky, USL's 18th millionaire AGI las ac 
brand has been associated with the Signature 9 p 


Club Golf Tournament for seven years. It is (An SBU of Hindustan Sanitaryware & 


the country's largest amateur inter-club 

tournament. Over 4800 golfers participate H 

across 33 clubs. In the last three years the Industries Ltd.) 
finals have been held at a golf course abroad, 

the last time around being in Bali. With golf as 

its leitmotif, Signature has been positioned 

well as a lifestyle product. 


DEVICOLAM DISTILLERIES LTD. 
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The McDowell Indian Derby is a landmark Ch t 

event in the history of Indian sports. e e rs 0 yo u [ S u CC es S 5 
United Spirits has supported the event for 
nearly a quarter of a century - a reflection 
of the company's commitment to put this 
event at par with any other international 
racing event. 





north east distilleries pvt. Itd. 





The McDowell Indian Derby brings 


together connoisseurs of good life, who Regd. Office: Barthakur mill Road, Ulubari, Guwahati-781 007, Assam, India 
have the penchant for racing and Ph: 2525065, 2522459; Tele- Fax: 00-91-361- 2524464 

appreciation of premium brands. United Factory: Khanapara, Guwahati- 781 022, Assam, India 

Spirits leverages this platform to Ph: 99571- 80101, 9954497311 | 

showcase its robust portfolio of premium E- mail: nedpi@satyam.net.in 


brands, from scotches and single malts to 
wines from France. Every year, the event 
Is a memorable one. 


UB BATS AT 90 


tB United Spirits crosses 90 Million Cases in Sales. 
MEN Congratulations UB group on a great innings! 








Corporate office: 23/5 First Floor. Thanikachalam Road. T Nagar, Chennai -600017. Tel: +91 44 2434 5254/64/74. www แล 1 ร co ir 








Soaring towards greater glory. 


AI UJRUE INC. 





MAHAKAL ENTERPRISES 


Office: Vicky Manoj Apts., Opp. Khemani Bus Stop, Behind Seema 0' "BO. Ulhassnagar-421 002 
Tel: 2700930, 2704093 Fax: (91-251) 2700940 Res,: 2702060 


CHEERS TO YOUR SUCCESS. 


NEW DELHI 


De with the leader. 


Factrov: 72, Ramtekadi Industrial Estate, Hadapsar, Pune 
Regd. Office: Vulcan House, 'Shakuntal 


Phone: 25462626/27. Fay 
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sales of 90 million cases. amazing achievement. The team heli 
Let us always stay ahead of the curve, to together and pulled out an incredible 
become the world leader in the number of victory. Kudos to the entire team and 
cases produced and sold" farsighted management. We are all proud 


A to be a part of it” 
S.R. Gupte B.M. Labroo 
United Spirits has created several world "It has been an incredible march for USL to Sid Khanna 


records and redefined the rules of the reach the milestone of selling 90 million "This landmark achievement is a great 


Jame n atest Acn evemen SP On è Q F I can Bia I 

game. [he latest achievernt nt ot selling ases this year. My message to the tribute to the leadership and management 

million Cases is an outcome of sheer hard -ompany is to harness all resources and 

work and a single minded task that will focus on the core business to take it to 

soon make USL the global spirits supreme greater heights and fulfill Dr. Vijay Mallya's 
passionate goal of attaining Super excellence innovation and a strong 

Sreedhara Menon Excellence" understanding of customer needs based 


on value for money" 


team and is a culmination of all the vear: 
yf effort which has gone into produc! 


‘Congratulations to all the members of the MR Doraiswamy lyengar 


United Spirits Limited (USL) family on 
creating trailblazing history by achieving "Crossing 90 million cases in sales is an 








AMRITA 


ENGINEERING & TRADING CO. 


Ravi Nedungadi 





"United Spirits has evolved into one of 
India's leading consumer goods companies. 
Its success is based on finely honed 
strategies to anticipate emerging consumer 
needs and to meet the same in a manner 
that is relevant to all segments of India's 
fast changing demography" 


K. Ganguly 


"| am very excited with this achievement P be VAY EI 77/4. f Z Oo 77 | lea 7 / 
having been associated closely with all the 
‘star’ brands in the portfolio for a very long 
time. Great Job!” 


Deepak Anand 


“United Spirits registering sales of 
90 million cases is yet another significant Chandigarh Distillers & Bottiers Rd. 
Head Office: S.C.0. 140-141, SECTOR 34-A, Chandigarh 
the years. This achievement is laudable Led ts canta TOR Shah de 2002063 

y 3 | Regd. Office & Works: Banur, Distt. Patiala, Punjab 
considering the present recessionary Ph.:01762-251427, 251727, 252707 Fax: 251627 
times. USL is well poised for attaining 


global leadership. Congratulations! 


milestone in the company's growth over 








Dr. Binod K. Maitin 


"We are a team of professionals wanting to 
accomplish objectives had one common 
value, “a burning desire to excel". The 
inimitable knowledge domain of the centre 
helped us to drive continuous quality 
improvement and provided a huge boost to 
consumer-driven new product development 
activities. More than 70 USL products 
bagged prestigious awards at various 
international competitions", 


PS. Gill 


"USLS latest milestone is tremendously 
Satisfying because our team worked as 
one and made our contribution to the 
company’s growth. This is an absolutely 
professional organisation". 


Philip A.B. Sargunar 


“USLs dream run began three years back 
with the command from our Group 
Chairman to achieve 100 million by 2010. 
We closed this year by crossing 90 million 
cases. This year is a very special year for 
us in USL as it is the 25th year of 

Dr. Mallya as Group Chairman". 


N.R. Rajsekher 


"| am glad the team delivered an exemplary 
performance of surpassing 90 million 
cases in the most difficult times in terms of 
cost push, proving that a good team and a 
visionary management can never fail. | am 
proud to be a part of the USL team". 
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Vivek Prakash 


“USL was awarded ‘Best CSD Partner’ 
during the Diamond Jubilee Celebration in 
2008. This reinforces our mission of ‘USL 
Partner in Growth’ with CSD. USL 
continues to remain No.1 supplier of 
Alcoholic Beverages to CSD in all flavours 
& segments which includes Premium 
Scotch, Whisky, Rum, Brandy, Gin and 
Vodka”. 





N. Laxminarasimhan 


“USL stands out for having beaten the 
recession because it chose to create value 
over generating revenue. | can say without 
hesitation that my time here has been 
well-spent and joyful”, 


Sanjay Raina 


“Sustained success depends on 
empowering and trusting an employee to 
maximum. It is our continued endeavour to 
build USL as an admirable 'Employer of 
Choice' organisation". 


T.K Subramanian 


Information Technology has played a key 
role by completely aligning itself to the 
needs of the business. The fact that the 
entire IT infrastructure connecting 84 
locations with 157 links along with several 
servers running critical applications with 
an average uptime of over 99.9996 speaks 
volume of their contribution to this growth. 
| wouldn't hesitate in saying that the IT 
infrastructure has been the lifeline to USL's 
business and the team has stepped up 
excellently to aid this growth explosion. 











Jim Smith, Liquidity Inc. 


“USL = Unbelievable Sales Landmark. 
Congratulations on your momentous 
achievement; and long may your success 
continue. We're proud to be part of the 
family. Best wishes from everyone at 
Liquidity”. 


John Beard, Whyte & Mackay 


“Whyte & Mackay has benefited tremen- 
dously from it's affiliation to the USL 
business since 2007, and has played it’s 
own part in the company’s journey to 90 
million cases. As importantly, the Whyte & 
Mackay business can contribute 
significantly in pursuit of the 100 million 
Case milestone, through a combination of 
exploiting the enormous opportunities that 
international markets, and particularly 
India, offer for our brands and by growing 
our brand-building skills — not just in brand 
Strategy but, most importantly, in 
world-class execution of these strategies”. 


N.J. Menon 


"During my 50 years of association with 
the group, | observed that hard work and 
loyalty was always recognised and 
rewarded. Executives were always given 
freedom in working with least interference 
from the top and the Chairman was always 
approachable. | am proud to be associated 
with such a forward moving group". 
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Qives a sense ol luxury and high statu: 
Rare WNISKA 


Sanature 


Stylish bottle, looks like an internationa 
brand... 24 Karat Whisky 


royal Challenge is perceived to be a 
Drand for people with ambition 


and arive 


No. 1 Whisky ha: 
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nd throughout 2008 


Source: Independent research 


conducted Dy Millward Brown india 








PASSION AT WORK 


USL employees across the board reiterate 
that they work for a fantastic organisation 
that is fulfilling personally and 
professionally. They have agreed that a 
team spirit prevails in every division and 
that they have enough creative freedom to 
excel and give an edge to their work. 


C Y / nkatara IA A ตั จ 
V.o. บ อ ก แล โด ส เท ล ท 


"| love my work. There has 
never been a dull moment 
and lack of work. USL is on 
a constant growth path and | am actively 
involved in all mergers and acquisitions 
during the last few years which has been 
very exciting for me professionally. It's 
terrific being in the thick of things!” 


S. Narasimha Prasad 


“It's been a whirlwind two-decade career 
for me, especially during the mergers of 
Our various companies. | don't think any 
other job would have given me all this 
excitement bundled together, including a 
lot of international travel and opportunity 
of ringside view of Formula 1 and our own 
IPL. Most of all, | value the freedom and 
space | am accorded to excel out here”. 


'anarayanan 


(C 
SY. UI V 


"Having joined as a Purchase Executive, 
my reward has been my career growth 
coupled with opportunity to work in 
various functions, involving engineering 
purchase, new product development, 
standardisation, MIS & budgeting, and in 
SAP implementation. | consider my career 
growth as proof that | work for an 
organisation that cares for its employees 
welfare and growth". 


Jvoti Ghai 


"| have been in the system 
for 12 years (including 
SWDL tenure) | look after 
in-bound and out-bound 
freight rates, terms, conditions, etc. You 
feel good if your work is recognised for 
which | have been adequately rewarded 
and | know | have a career ahead of me. 
That is very reassuring and inspiring and | 
feel proud of being associated with USL. 
And | can tell you, this is complete 
meritocracy”. 
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WORDS OF TRUST 


Sambhu Mukherjee, 


Calcutta Club 


“A big round of applause in our own proudly 
old fashioned style to the leader, USL for the 
spectacular accomplishment of winning 90 
million hearts and more”. 


Ranvir Bhandari. ITC Sonar 


“My heartiest congratulations on achieving 
another milestone and look forward to the 
announcement of the much deserved 
century. We at ITC are proud to be associated 


CHEERS 10 


. YOUR SUCCESS. 


with United Spirits, as we mutually lend 
Stature to each other”. 


> PP í rr = 
Mav! \al ldl, 


Inter Continental Hotel 


"USL represents the true story of a 
company with a global vision, backed by 
iconic brands that are not only leaders in 
India but captured the hearts of millions of 
global connoisseur of spirits. The premium 
portfolio of the company gives it the edge 
over any other spirits manufacturer. Selling 
90 million cases therefore, is no 
coincidence for them. Presenting USL 
brands to my international guests is a 
matter of pride for me. | am certain that 
USL will soon be the global No.1". 





For all your requirements of containers in USP Type U and II 


Clear Glass Bottles Vials 


HALDYN GLASS GUJARAT LIMITED 


9 GAYATRI COMMERCIAL COMPLEX 
Behind Mittal Estate Building No.5 
Marol Naka, Andheri Kurla Road 
Andheri (East), Mumbai 400 039 
Telephones: (022) 2850 8080/81 


2551 5220-22 


Fax (022) 2851 4634 


Email: bombay@ haldsn.com 


Website: www. haldynglass.com 











Zafar Siamwala, 
Oberoi Flight Services and Oberoi 
Airport Services 


"Congratulation to the USL Team on this 
achievement. Hope you conquer 100 million 
cases in the coming year". 


PARTNER PULSE 


M. Srinivasulu Reddy, 
Balaji Distilleries 


"It has been a privilege to be associated 
with USL for more than four decades. We 
have participated in the growth of the 
company from the very early stages till 
now. The transformation of USL from a 
regional to a national and then into a 
world-class player has given us insights into 
improving our own processes and systems 
to come up to the expectations and 
standards that USL imbibes. We are 
grateful to USL for giving us this support 
and opportunity, thereby enabling us to 
participate and contribute through our own 
small efforts to the success of USL". 


Pramod Chaudhari, 


Praj Industries Limited 


"Congratulations. Praj is proud of its 
association with United Spirits and happy 
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to contribute to its drive for quality and 
market leadership." 


Mukul Somany, 
Hindusthan National Glass 
& Industries Ltd. 


It is a privilege being associated with 
United Spirits Limited as a key & preferred 
Supply Chain Partner. USL with its 
aggressive growth trajectory assures 
unlimited opportunities to grow with them, 
at the same time, their exemplary 


commitment to their partners keeps the 
confidence growing all the time. 


Nishikant Shirodkar, 
Manohar Packagings Pvt. Ltd., 


We are privileged to be associated with 
USL since 1982. We have grown alongside 
USL, from a single factory partner, at a 
time when total group IMFL sales were 3 
million cases, to now multi-location 
partners operating four independent 
factories, geared up to meet the challenge 
of a 100 million cases this year. 











Proud to be associated with 


UNITED SPIRITS LTD 


Southern Agrifurane Industries P Ltd 
( SAFL) 






` 


No.1, 9th street, Dr. 


CHEERS TO YOUR SUCCESS 


. .MGMGroup of Companies _ 


SARAYA INDUSTRIES LIMITED. 


Sardarnagar, Gorakhpur, Uttar Pradesh 


Touching newer highs 


oA | 63, Ground Floor, Rama Road, New Delhi-110015 


Tel: 25434525, 25176275 Fax: 25434522 
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Neeraj Rawal, 
“Congratulations. This has happened 


because USL is the greatest and best brand 
building company in India”. 


Ashok Khemani, Wen l s ซ่ ` 
“Kudos to the visionary team of USL on their | A Ove r อ 0 0 0% in ter rm a at p ra n RS Ë 


glorious achievement of 90 million, and e 


more in the years to come". rie | 
‘ott Ust onedftame forthe security. 
Brinder Pal Singh, jT TH 
^ra "T their bottled Spirits 
“Heartiest congratulations to Team USL on °F EZ E 


the spectacular achievement of 90 million 
cases". 


Ponty Chadha, 


"A great achievement by any standard. We 

4 are proud to be associated with the Group sF » 
and will extend USL our full support to cross GF UAA. - ALTOS = 
the magical 100 million cases mark during 
the forthcoming year of 2009-10". 


Guala Closures (india) Private Limited - Goa. E-mail Ts 





P.A. Joseph Stanley, | 
Cee Cee Group Beiter than the best. 
“We are very happy to know that USL has 
created history by reaching 90 million 


cases in the year 08-09. Our association NG Piramal Glass PIRAMAL GLASS LTD, INDIA & 
with USL for the last 3 decades has helped knowledge action care PIRAM AL GLASS CEYLON PLC 


us grow significantly. It is our pleasure to 
congratulate the whole team at USL. The 
Cee Cee Group looks forward to 2010 as 
USL will surely create history once again 
by crossing 100 million cases”. 








Pravesh Johar, 
DC Johar & Sons Ltd. 


“Our association with USL has spanned over 
four decades. The leadership and able 
guidance of the USL management team not 


only helped us achieve greater heights, it For Glass Packaging Solutions 

also helped us contribute significantly to the | india: Head Office 

90 million cases milestone. Three cheers 148, Maligawa Road, Ratmalana, Sri Lanka 6th Floor, Piramal Tower, Annexe Penisular Corporate Park, 
to the contributors of 90 million cases. Tel: 00 94 112 635481- 3; Off Worli Naka, Lower Parel, Mumbai 400 013, india 


Fax: 00 94 112 635484; Tel : 00 91 22 3046 6933; Fax: 00 91 22 2490 8824 


Looking forward to a milestone of 100 Web: www.piramalglassceylon.com Web: www.piramalgiass.com 


million cases". 





Touching PELOEL highs: 


MITED 


B 
SIKKIM 


DISTILI ERIE ๑ 
= 1 wo B i 5 Ly J 
อ I) A s? > 
«ANC Hut e dk /15 < 


Ph: 246031 / 246371, Fax: (03592) 246090. E-mail: madlfact@ yahoo.co.in 
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MAHESH INDUSTRIES Brinc auan Artani &. Sons 


ก ป ท ะ จะ ส ม า (ว 24 





Authorized Importers 
EAST COAST DISTRIBUTORS PVT. LTD. 


VTR Marketing TUT Bonded Warehouse Pot. Ltd. PA "0 ๐ 6 ๐ 





19 M/s. Maya Saha D PB: wim, MADAN'S WINE STORES PVT. LTD. 


ง Chromaprint India Private Limited PreweR en 
BORKAR PACKAGING PVT. LTD. (fe a LQUOR ( INDIA) LIMIT ida 





DAMODAR , Rediffusion-Y&R VICKY AGENCIES — Agencia Commercial international — Grace Enterprises 
CAD Nipra industries Pvt. Ltd. Kranti Wines Pvt. Ltd. M MARR Homme 








= — 
RICHMOND Tracing Company P == ale SIR SHADILAL DISTRERY 8 CHEMICAL WORKS 
WHOLESALE WIE MERORANTS P DC +h Internati mal Ltd. Folden 


LIQUOR AGENCIES 


Shivam, "T" E — seem aime vns — HUNLUIEK8R SONS 





€ 


SHREERAM TRADERS 


ด suns Guishan Traders gom Om Prakash Mahesh Kumor Ẹ Porty ad: 


Party in Style Sirohi เล ย TRANSPORT CO. 


Khandelwal Ë e ë 
E handelwal 4 S. P. GOLDEN TRANSPORT PVT. LTD. b Bannabazaa โฆ เต ร ย อ ต ร Company (P) Lrd. ANR BONDED WAREHOUSE 
— —— @ Nemes 





BOTTLE SAMRAT 

DEALETS ALL CONDE OF EMPTY BOTTLES 
POJI 0/1 : 24. NEAR SEMINEE COLON 
WORA NAGAR PATHARDI FOAD ก ล ร ค ศศ จ 


- NM YG ,, Golden Agencies 








DAVINDER DALJA ส ดี 1 JWT Š 





moovetive Sohutions 


Cow 


a 
Rajdoot Parivahan Pvt. Ltd. Y === S.G.A. Gifts 


SONA WINES LTD. 





Krishna Cap Box Pvt Ltd 





Shree Om Enterprises 
e P. N. Mukherjee & Co. Pvt. Ltd. 
- จ =< SAGAR SAI SRINIVASA BOTTLE TRADERS | 
te nad a iL “4 == Three Star Bonded Warehouse 
i me AKASH TRADERS 
Sii Sef Tada — Singla Sales Rama Wines 
Royjee 
Kalani Marketing Pvt. i. Girish Traders — 177 (ค เช Royal Agencies (วะ iquor adel adem 
ว 
Equilateral Jordi n A WALWEKAR BROTHERS &C0, — S.V.Pathanshetti Haresh Traders 


CHHAYA WINE AGENCIES — ROYALTRADERS SATYAJEET TRADERS TEI S 
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rA 
H.H.Traders PICKLE «e pwp cyo Flex, 





Subhash Trading Co. Milan Traders 





DSL 
SANGEETA 
TRADERS (5c) tn. Wine Mart National Liquors "WN... i 
Pvt Ltd 











ng Industries MB MOHIT ENTERPRISES VISHNU ENTERPRISES V.R. FROSTERS 
LI] E" 
Kam 
ass s. [ “พ 0 ร 4 wi & EH แส ด (7 น ด 65 | 
Nand Kumar Bottle C [be 


FINE ART Sow». — DOSHI PRINT & PACK 








Eu. RM. . ale 


KAMALESH KUMAR pe 
M/S SUMAN JAISW. 


| “1G can 
HITEC CAARIONS INDIA PRIVATE UMITED TIME & SPACE HAULERS 





CANARA PAPER PRODUCTS COSMO CARRYING PVT LTD. —— Quay ben ene 





R. S. GODARA 
SIRSA 


i “yey Uf atla 


แม เอ ณะ อ น อ EA 
aeu. B.S.GUPTA & CO. M/s UNITED ASSOCIATES 


Lic. Har Prasad Jaiswal 








YASHPAL SINGH 





MITTAL SALES 
eren 7 M.L.JUYAL& CO. P00JA 


TRADING CORP. M/s. Jai Durga — JAIKRISHAN LIQ. PVT. LTD. 
Packaging 
peris EMIMRB 











VIRD Q Roma Industries LD 
E emp e O. S. BONDED WAREHOUSE Universal L Drinks 
A Q. UA CMM Z - Chee * fal Moeha MUNERE Swastik ü rus; 
M/S VISHALAKSHI TRADERS SCOT Y ARD SMA SAMARTH PAPER 6 S Mis. Kanark Enterprise (P) Ltd. 


| “A ] 
NANAK SINGH SUJAN SINGH SADANA PVT LTD e Shiva Traders AJ S 
cores "rh Stinivasa Beverages Pvt. Ltd Whole tale Wine & Seer Mearchamts Marketing 





d 
| AAPCO INDUSTRIES 
A ba AKASH WINES PILKHANI DISTILLERY AVASAS PACK AND PRINT PVT LTD.. 
PARADISE BONDED WAREHOUSE PVT เร อ wa & CHEMICAL WORKS VENKATESH PACKAGING 


MAZDA & CO. 


FOREIGN LIQUOR TRADE AND IMPORT LICENCE WO $1 
wau SOC wea 0 00 Oi 0 


@ en | arin CEE CEE AND CEE CEE'S 
Ò ARADHANA WINES 6 Perfect Packaging Industries 


EMPIRE ALCOBREY (P) LTD. M.S. Wines JATINDER BHATT 
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Suvarna Durga Bottles (P) Ltd. 


(Leading Market Bottle Suppliers) 
Exclusive Market Bottle suppliers to 
M/s United Spirits Ltd. A.P. Units 





saluting the leader. 


STAR ALCOBEV & DISTRIBUTORS PVT. LTD. 
( Delcredre for USL Products ) 


'Kalpataru Complex”, Flat No.1. 3° Floor, Old No.73, New No.44. C P Ramasamy Road, 
Alwarpet. Chennai — 600 018. Phone : 044- 24994578 








100 million cases 





90 million 
cases 





Unstoppable passion. 
Unbeatable spirit. 


Tetra Pak India Pvt. Ltd. 


Celebrating a roaring success. 


www.pearlpet.net 
203 Rohit House, 3 Tolstoy Ma 


New [ ng 
Jars * Bottles + Containers | Tel:+91-124-2345890/9 





A Million Cheers. 


SPIRITS 
UNITED 


HNG - USL 


Landmark performance of 
90 Million cases sold in 2008 - 09 
by 
United Spirits Limited 


Hindusthan National Glass & 


Industries Limited V 
Leaders in Glass Containers UNITED SPIRITS 





hn muton ต ร ด ร ต พ ด 
6 ธร ี [สี ด ด ด ชี 


Y 


M/S. BALAJI GROUP OF COMPANIES. ` 


x 


Balaji Distilleries Ltd. 
Esveeaar Distilleries Pvt. Ltd. 
Seven Seas Distilleries Pvt. Ltd. 
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A Back-up for Retirement? 


Reverse mortgage has not taken off in India. A lack of loan culture 
among senior citizens is a big reason. MANU KAUSHIK 


"The National Housing Bank (NHB) 
will shortly introduce a novel prod- 
uct for senior citizens: a ‘reverse 
mortgage’ under which a senior cit- 
izen who is the owner of a house can 
avail of a monthly stream of income 
against the mortgage of his/her 
house, while remaining the owner 
and occupying the house throughout 
his/her lifetime, without repayment 
or servicing of the loan...” 
P. Chidambaram, the then 
Finance Minister, in his Budget 
speech on February 28, 2007 


their most valuable asset—and get a 
regular income. Money is taken in 
the form of a loan, but no repay- 
ment is made until the house is sold. 

Despite its advantages, the 
scheme has not done well in India. 
The problem is that many senior 
citizens have not included reverse 
mortgage as part of their retire- 
ment plans. According to NHB, the 
re-financier for housing finance 
companies, barely 2,800 loans 
amounting to Rs 550 crore over 
the last two years had been sanc- 


Ihe Mortgage Shelf 


Which banks offer reverse mortgage and at what cost. 


Lender: 


Rate of 
interest” 


Reset 
Period 


Loan-to 
Value 


Maximum 
เถ ล ก 


= 


PEE Oha baki wih a กา ล ม ก า น ท า of RS 10000 - 


Jt ent 


F YOU WANT AN ADDITIONAI 
stream of income in your ret- 
irement, you might be tempted 
to check out a reverse mortgage. 
It's a scheme that's designed for 
senior citizens to help them tide 
over their golden vears with ease. 
They can re-mortgage their house— 


r 
+In years ne eee "*1n Rs lakh 





tioned till December 2008. Says 
Nanda Kumaran, Head (Personal 
Banking), State Bank of India: 
"Unlike western countries where 
reverse mortgage is an accepted 
idea, people here find reverse mort- 
gage out-of-the-ordinary and com- 
plex. In India, your whole life goes 


บ ห พ ษั พะ ร N3INVM 


into building a dream home for 
yourself. So, you have a strong emo 
tional bonding with that property. It 
will take some time for banks to 
break this psychology." 

There are other reasons why 
reverse mortgage has not caught 
on here. Most people have a keen 
sense of saving for the future. 
"Saving habits are perhaps the pri- 
mary reason why most Indians retire 
with sufficient money to fund a 
comfortable lifestyle after retire- 
ment. And those who don't fall into 
this category have a family to take 
care of them," says Nikunj Kedia, 
Director, PARK Financial Advisors. 
Another reason has been a lack of 
clarity on its tax treatment. "Until 
last year, there was confusion over 
tax treatment. But a recent Central 
Board of Direct Taxes ruling has 
exempted the scheme from both 
income tax and capital gains tax," 
says Kumaran. 

Financial institutions, too, are 
not pushing reverse mortgage prod- 
ucts with great enthusiasm. "It is a 
very difficult product to take to the 
Indian market. The main worry is 
the social stigma attached to 
borrowing, especially for individuals 
aged over 60 years. Banks are cur- 
rently targeting only limited seg 
ments, including those in the top 
bracket (individuals or couples hav- 
ing premium property) or those 
who have not made significant pen- 
sion investments,” says Sachin 
Khandelwal, Head (Cards Group), 
icici Bank. He thinks that changes in 
the social fabric will alter the per- 
ception towards such products in 
the near future. 

So, how does reverse mortgage 
really work? It allows senior citizens 
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BHASKAR PAUL 


Inside the Mortgage 


All you need to know how 
the mortgage works. 


B The borrower should be staying at a self-acquired 
and self-owned house/ flat as his permanent primary residence 
with valid proof of residence 





The lender assesses the value of the property, which should 





“It (reverse mortgage) is a have a life of at least 20 years for a single borrower and 25 years 
difficult roduct to seek a r to the Indian for a couple below 60 years of age 
market. The main worry is the Based on the borrower's age and the value of the pro 

perty, the lender 
social stigma attached to borrowing" takes a call on the tenure and the value of the loan 


Sachin Khandelwal 
W ifthe borrower agrees, he/she fills out loan application and selects payment 


Head (Cards Group), ICICI Bank 


to unlock the value of their home 
during a cash crunch. They can use 
the money and continue to live in 
the house until their demise. *By the 
time individuals retire, their net 
worth is largely divided into house 
(60-70 per cent of the total worth), 
investments (15-30 per cent) and 
cash (5-10 per cent). Since the bulk 


option: fixed monthly installments, quarterly installments or lump sum payment. 
Typically, the interest rate charges range between 10 and 12 per cent 


g Any time during the tenure of the loan, the borrower can prepay the loan 


without incurring any penalty charges 


Weigh Your Options 


Before you apply, take a careful look at the 
advantages and limitations of a reverse mortgage. 


Pros 






of the savings at retirement is W itallows senior citizens with inadequate income sources and higher 


typically locked in home equity, a 
reverse mortgage loan is a powerful 
device to increase the incomes of the 
elderly," says Kedia. 

Who all are eligible for a reverse 
mortgage loan? It is meant for peo- 
ple above 60 years of age in case of 
single borrowers. Married people 
are eligible as joint borrowers, pro- 
vided at least one of them is above 
60 years of age and the other is not 
below 55. The quantum of loan 
depends on the borrower's age and 
the property's market value. Loan 
values are usually around 70 per 
cent of the property value. For 
example, on a Rs 1 crore house, a 
bank will sanction a loan up to 


Rs 70 lakh. With a rate of interest of 


11 per cent for a 15-year period, the 
monthly annuity will work out to 
Rs 15,395. Says Kumaran: “The 
borrower can use the cash flow for 
any purpose, including livelihood, 
medical bills, repairs and even 
travel." However, experts believe 
that since the risk involved is high, 
lenders may try to keep the loan 
value quite low. 


the death of the borrower and his/ 


credit risks to arrange for an additional source of income 


W The proceeds are exempted from all kinds of taxes—income tax, 


capital gains tax and wealth tax 


ไพ The borrower can use the cash flows for any purpose he chooses 


medical expenses, travel, or to meet day-to-day expenses 


W Under any circumstances, the repayment obligation for you or your 


heirs does not exceed the value of the home 


Cons 


@ if the borrower decides to reallocate to other place, then he/she will be 


required to repay the loan. This could limit borrower's freedom of choice 


ไพ When the borrower and co-borrower pass away, anyone else living with 


the owner may be prevented from remaining in the house 


B | เท order to reduce their risk and liabilities, banks often evaluate the value 


of the house lower than its actual cost 


ไพ During the loan period, the borrower needs to pay all expenses related to 


maintenance, insurance and taxes 


Any surplus belongs to legal heirs. 
There are a lot of procedural 
drawbacks, however. Loan costs 


The loan is settled only after 


her spouse or when they cease to 
occupy the home as their primary 
residence. Legal heirs have the opt- 
ion to repay the debt along with 
the interest accrued and retain the 
property or alternatively sell the 
property and repay the borrower. 


are high, and the accrued interest 
can tot up to a tidy sum. Still, a 
reverse mortgage can lend a hand to 
those who are asset-rich. But for 
many senior citizens, it's best to 
sign up only as the last resort. ü 
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salary Cut vs Job Cut 


Can salary cuts save jobs? Perhaps, but they co-exist in times of downturn. 


SAUMYA BHATTACHARYA 


N FEBRUARY 2009, HEWLETT- 
Packard Chief Executive Mark 
Hurd announced pay cuts for 
most HP employees. Objective? 
To offset a 20 per cent decline in 
revenue and save 20,000 jobs in 
the company's product divisions. 
Although he did not exclude the 
possibility of some job cuts, Hurd 
stressed that major workforce re- 
duction was not the best thing for 
HP at this time. Hurd said he would 
reduce his own base salary by 20 per 
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overall costs. It 
definitely has huge 
implications on jobs” 


cent, executives’ pay by 10 per cent 
to 15 per cent, and most employees’ 
salaries by 5 per cent. 

It's early days yet to say whether 
HP manages to turn the corner by 
opting for wage elasticity, but it 
has surely managed to stem the 
mounting toll of pink slips for now. 

Closer home, Apollo Tyres also 
decided to wield the scalpel instead 
of axe. The company was reeling 
under rough weather in the second 
and third quarters of 2008-09. 


Tapan Mitra, suresh Tripathi, 
Chief, HR, Apollo Tyres President-Group HR, SRF Ltd. 
"We have to look at "We consciously said 


no to job cuts. In the 
short-term, employee 
commitment has gone up" 


Business was under tremendous 
pressure with unmet targets and 
weak demand. 

It was time for a trim. The first 
on the chopping block was not its 
employees, but variable pay packets 
that form a big chunk of salary at 
Apollo Tyres. At junior manager 
level, the variable component is 
7 per cent of total cost to company, 
which goes up to 30 per cent at 
the functional head level. 

What's more, the company 





hands out variable pay every quarter. 
Since the targets were not met in 
the last two quarters, the variable pay 
was done away with completely. 

So, have these cuts helped save 
jobs? “Yes. We have to look at over- 
all costs. It definitely has huge im- 
plications on jobs," says Tapan 
Mitra, Chief (HR), Apollo Tyres. 
“My objective is to contain HR costs. 
There are 10,000 people working in 
Apollo Tyres, including 2,000 
white-collar workers. When vari- 
ables come down, we are saving a 
lot on costs," he adds. 

To oil its wheels further, the 
company is now looking at cutting 
the flab based on performance. The 
first option is to redeploy the non- 
performers with some training. If 
not, the company looks at letting 
these employees go. Around 5 per 
cent of its white-collar employees 
fall under this category on the basis 
of appraisals for 2008-09. 

So, is there a trade-off between 
salary cuts and job loss? HR experts 
say when cost cuts are needed, there 
are no right answers in talent man- 
agement. It depends on how an or- 
ganisation is positioned in the turn- 
around cycle. (See Which Cycle Is 
Your Organisation in*). 

According to Pothen Jacob, 
Head, Human Capital Group 
Practice, at HR firm Watson Wyatt: 
“Salary cuts are a better approach 
for turnaround in a shorter time. 
The company can bounce back and 


WHICH CYCLE IS YOUR 
ORGANISATION IN? 


b 4 
STAGE 1 
Sector and company not doing 
well; it's time to cut corners. 
Ergo, salary freeze 


b 4 
STAGE 2 


Business in the red. As a first 
step, organisations look at 
reduction in salary 
selectively and then 
across the board. 


ww 
STAGE 3 


Business in the red for a 
prolonged time. Job cuts 
are imminent. 


make reverse correction. However, 
if the turnaround time is longer, 
salary freeze and job cuts are the or- 
der of the day." According to Jacob, 
at the upper extreme, organisations 
with longer turnaround time are 
planning to reduce as much as 15 
per cent of the workforce to bring 
down the cost of labour. 

R Suresh, Managing Director, 
Stanton Chase, points out that 
downward salary revision and 
retrenchment are two separate sub- 
jects. These are independent areas 
and can co-exist. 

Here's why. Salary cut is more 
for operational efficiency while 


downsizing is happening as slow- 
down has put paid to growth plans. 
In such a scenario, organisations 
are arriving at their own answers 
to the salary cut vs job cut riddle. 

A case in point is SRF Ltd. that 
considered both pay cuts and job 
cuts, but did not go ahead with 
either. In December 2008, SRF was 
forced to close its technical textile 
plant in the Manali Industrial Area 
in Chennai. Its plants in South 
Africa and Thailand were also run- 
ning out of steam. 

Faced with the urgency to 
tighten its belt, SRF went the extra 
mile scouting for options. Job cuts, 
it decided, will be a knee-jerk reac- 
tion. “There are better ways of man- 
aging costs. Salary cuts and job cuts 
are the prescriptions that organisa- 
tions offer. Instead, we went to 
the employees and asked them for 
ways to reduce costs," says Suresh 
Tripathi, President, Group HR, 
SRF Ltd. 

The cost-cutting strategy sans 
job or salary cut worked for SRF. 
Its Chennai plant restarted last week 
of February. In the short-term, the 
company has managed to shore up 
employee commitment. If the 
commitment is high, initiatives get 
absorbed easily. In the long-term, 
the company is looking at the 
reduced attrition levels. “It was a 
good time for us to look at our 
values, test them and prove them,” 
says Tripathi. 8i 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Spectral, National Sales Manager, 
Noida, 10 - 15 years, Job ID: 6811243 
Preferably publishing industry or fast track 
FMCG experience. Good exposure and 
knowledge of the market (at national level), 


Tata Autocomp Systems Limited, 
Marketing Head (Business Unit), 
Pune, 13 - 17 years, Job ID: 6890116 
Responsibilities: Building business with 
vehicle manufacturers and other customers. 
Working internally with the team to prepare 
the best offer and deal with customers for 
acquisition of business. 


Rajat Pharmachem Ltd, G.M./Vice 
President-Institutional Sales, 
Mumbai, 15 - 20 years, Job ID: 6888336 
Responsible for Pharma formulation 
institutional sale business. He should be well 
conversant with tender/institutional 
business, dealing in government companies 
and more. 


Aludecor Lamination (P) Ltd, 
National Head-Sales & Mktg, Delhi, 
22 - 30 years, Job ID:6886950 
Responsibilities: Must develop very good 
exposure to architects, builders, promoters, 
structural consultants, interior designers, 
fabricators and others. 


IP soft India Pvt. Ltd., Oracle DBA- 
Shift Lead, Bangalore, 7 - 15 years, Job 
ID: 6394801 

Engineers from prestigious institutes, working 
in top-notch companies. Experience in DB 
administration in USA a plus. 


Mila Software, Senior Systems 
Architect, Hyderabad, 12 - 22 years, 
Job ID: 6721175 

Director will monitor legislation, regulation 
and policy at various levels of government 
throughout India relevant to the wireless hand 
set and related mobile data and 


communications services industries. 


JN Technologies Pvt Ltd, IT 
Infrastructure Service Practice 
Manager, Noida, 15 - 20 years, Job ID: 
6831295 

Candidate with at least 2+ yrs exp. in 
managing large and complex engagements at a 
managerial level with P&L responsibility 
(B.Tech./B.E./ MCA). 


Essel Group, Zonal Finance Head, 
Delhi, 10 - 12 years, Job ID: 6885963 
Will be responsible for effective supervision 
of accounts, implementing 
accounting /financial systems with a view to 
ensure smooth accounting operations. 


V4u Technologies, General Manager 
Finance, Mumbai, 8 - 18 years, Job ID: 
6880410 

Looking for people who have done fund based 
& non-fund based limit acquisition from 
banks and financial institutions. 


IVRCL Infrastructures & Projects 
Ltd, Sr. Manager - Accounts, Kolkata, 
15 - 25 years, Job ID: 6873183 

Candidate should be working in accounts 
department of large reputed organization in a 
senior position and more. 


Green Pepper Consulting India 
Private Ltd, Manager- Finance, 
Kochi, 8 - 13 years, Job ID: 6879297 
Responsible for: Financial risk management, 
governance, risk management, internal 
control systems, accounting operations and 
more 


Barclays Technology Centre India 
(Pvt) Ltd, Manager-Taxation, Pune, 6 
- 12 years, Job ID: 6868675 

Aspirant must have experience in handling 


corporate tax, corporate tax issues such as 
TDS, FBT, Service tax, VAT and more. 


Everest Industries Ltd, Sr. 
Manager\DGM - Projects (Zonal 
Head), Chennai, Mumbai, 12 - 16 
years, Job ID: 6891510 

Candidate should have experience in project 
management, erection and commissioning of 
steel structures, industrial sheds. 


Preludesys India Private Limited, 
Project Manager — Global ADMS, 
Chennai, 8 - 17 years, Job ID: 6891414 
Primarily responsible to lead the India center 
in the development, support, maintenance 
and implementation initiatives for global 
enterprise application software projects. 


Mistral Software Pvt Ltd, RF 
Engineers, Bangalore, 10 - 15 years, 
Job ID: 6891219 

Incumbent should have good experience in: 
Design conceptualization, schematics 
capture, layout design, prototype 
development and testing. 


Kalpan Hydro, AGM (Accounts), 
Noida, 10 - 16 years, Job ID: 6890197 
The person would be required to handle the 
consolidation of accounts for hydro power 
project related budget. 


Madras Cements Limited, 
Sr.Manager / AGM - Materials, 
Vijayawada, 15 - 20 years, Job ID: 
6890006 

Duties will involve: To plan, to procure in the 
most effective manner all raw materials 
including coal, fuel oil, engineering spares, 
consumables and more. 


IQ Group, Vice President & Head — 
Life Insurance, Mumbai, 10 - 16 years, 
Job ID: 6888733 

Responsibilities will be: Working with the Life 
Insurance partner company and strategising 
to increase productivity & performance of 
current sales channels of the bank. 
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” Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Pragati Software Pvt Ltd Business 
Analyst, Mumbai, 3 - 7 years, Job ID: 
6806062 

Experience in CRM / ERP / training industry 
would be an advantage. You should have good 
analytical and communication skills. 


Ca , Software Test Engineer, 
Med 2 - 6 years, Job ID: 
6891051 

2+ years experience on Unix platform, hands- 
on experience in Shell scripting, experience in 
writing SQL Queries in SQL Server / Oracle. 


GTS e-Services Pvt Ltd, Database 
Administrator, Mumbai, 3 - 4 years, 
Job ID: 6891013 

Experience in database administration, 


management using RDBMS such as SQL 
Server under WINDOWS environment. 


Procentris India Pvt Ltd, Adobe Flex 
Builder Developers, Mumbai, 2 - 6 
years, Job ID: 6626394 

Professionals with experience in Adobe Flex 
Builder. Should possess strong 
communication skills. 


Paxcel Technologies Pvt Ltd, Team 
Lead Dot Net, Gurgaon, 5 - 10 years, 
Job ID: 5929576 

Job requires detailed project planning, sending 
regular updates to the client and updating thc 
plan regularly, so it requires a very good project 
planning and execution skills. 


IP Soft India Pvt Ltd, Linux 
Administrator/Unix Administrator, 
Bangalore, 1 - 11 years, Job ID: 
5218954 

Unix Administration on 
Linux/Solaris/ HPUX/AIX/FreeBSD 
(experience with Linux required). 


EDAC Engineering Limited, 
Planning Manager, Vishakhapatnam, 
Chennai, 10 - 15 years, Job ID: 6744884 
B.E (Mech) with experience in MS project 
planning in the field of erection of boilers, in 
Thermal power plant projects. 


Huresys Network Pvt Ltd, System 
Engineer - SAP (MM/PP), 
Bangalore, 2 - 3 years, Job ID: 6852508 
Programmer must excellent knowledge of 
functional expertise in SAP (MM/PP). 
Responsible for SAP modules overview and 
more. 


Netrovert Software Inc, Junior Kernel 
Developer, Hyderabad, 3 - 6 years, Job 
ID: 6889720 

Developer must have expert-level 
programming skills in C/C++ with 
design/architecture skills. 


Indegene Lifesystems Pvt Ltd, 
Graphic Designer, Bangalore, 0 - 1 
year, Job ID: 5519909 

Designer should have hands - on experience in 
Flash. Significant expertise with design 
programs including Adobe Photoshop, 
Adobe Illustrator and Macromedia Flash. 


Acuity Software Technologies Ltd, 
Senior Software Engineers, 
Hyderabad, 4 - 8 years, Job ID: 6868017 
MCA, M.Sc. with real time hands on 
experience using Visual Studio 2005, Visual 
Studio 2008, Visual Basic .NET, C#, 
ASP.NET and more. 


Taurus Information & Technology 
Pvt Ltd, Dotnet Tech lead, Mumbai, 6 
- 8 years, Job ID: 6889406 

Expert in ASP.net 3.5, Framework, AJAX, 
WWE, WCF, SQL Server, Web Services or 
SOA, VB.Net or CZ. 


North Shore Technologies, SQL 
Server (Lead), Noida, 5 - 11 years, Job 
ID: 6889303 

Lead should have an experience as a SQL 
server (lead). Must posses valid B1 visa as the 
will have to travel to US for knowledge 
transfer. 


Spurthi Group, PHP Developers, 
Bangalore, 1-8 years, Job ID: 6888296 
Candidate should have good work experience 
in PHP, MVC archirecture (any of the MVC 
frameworks), good communication skills. 


Akken Technologies Pvt Ltd 
MYSQL/DBA Consultant 

Hyderabad, 5 - 12 year, Job ID: 6888732 
Responsibilities: Develop and suppor 
MYSQL database (configuration, replication 
backups). Optimize MYSQL databas: 
performance 


First American Corporation, 
Developer - MS SQL Server 
Bangalore, 3 - 6 years, Job ID: 6888400 
5+ years experience of SOL Server database 
development, performance tuning anc 
troubleshooting using T-SQL. 


Nomus Comm-Systems, Senior 
Software Engineer - Networking 
Products, Hyderabad, 2 - 3 years, Job 
ID: 5622088 

Must have at least 2 years in any organsiatior 
involved with design & development of 
embedded products and more. 


North Shore Technologies, DB2 DB/ 
in Z/OS environment (Lead), Noida 
5 - 12 years, Job ID: 6887936 

Experience as a DB2 DBA in Z/O! 
environment. Must posses valid B1 visa as thi 
will have to travel to US for knowledg 
transfer. 


To know how to APP for these jobs, go to finance jobs listing page. 
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Kothari Computers, Manager Sales 
Engineer, Pune, 5 - 10 years, Job ID: 
6889956 

Must have experience in handling direct sales 
& institutional sales. Ensure sales realization, 
develop, manage and retain customers. 


Huresys Network Pvt Ltd, Jr. 
Engineer -Sales, Bangalore, 0 - 2 
years, Job ID: 6775745 

Must have experience in AC Drives / PLC 
sales & marketing in a reputed industry. Will 
be responsible for preparation of quotations 
and more. 


Bilpower Limited, Marketing 
Executive, Mumbai, 4 - 6 years, Job 
ID: 6889713 

Must have experience in transformer industry, 
tendering knowledge, liaison with govt body, 
stamping /OEM experience and more. 


Vale Entertainment Itd, Sales Exec/ 
Sales Representative, Mumbai, 0 - 4 
years, Job ID: 5219960 

Looking for people with good communication 
skills. Should be capable of marketing our 
products. Will be responsible for business 
development. 


ICICI Securities Limited, Marketing 
Executive, Delhi, 1 - 6 year, Job ID: 
6889055 

Candidate should be having a relevant 
experience in marketing. Handling events. 
Brand promotions, Newspaper inserts. Road 
shows. 


Acube Promotions Private Limited, 
Manager Sales, Mumbai, 1 - 2 years, 
lob ID: 6888938 

"erson must be able to do cold calling, able to 
lo sales on telephone. Responsible for 
»usiness development. 


To know how to apply for these jobs, go to 


Deepali Designs & Exhibits Pvt Ltd, 
Marketing Executive, Delhi, 1 - 3 
years, Job ID: 6888868 

The person must have good command over 
written & spoken English. Must be Graduate, 
familiar with basic computer applications. 


Tata Teleservices Limited, Sr. 
Executive-Sales, Hisar, 3 - 6 years, Job 
ID: 5968364 

Duties will be: Acquiring new customers - 
Gross, Net, Churn. Increase the revenue - 
ARPU increase, unique recharge, zero 
depletion. 


Emmkay Work Resources, Marketing 
Executives, Chandigarh, Mohali, 0 - 2 
years, Job ID: 6884441 

The candidate needs to develop and market 
the various packages of the company. Job 
involves field work. 


Meridian, Sales Manager, Bangalore, 
3-5 years, Job ID: 6887656 

Looking for Graduate in computer 
studies /technical degree. Good knowledge of 
Networking, Internet Security issucs, etc. 


Wings Pharmaceuticals Pvt Ltd, Sales 
Officer, Allahabad, Gorakhpur, 6 - 12 
years, Job ID: 6887388 

Graduate in the age group of 28+ yrs having 
6+ yrs exp in selling FMCG / Pharma-OTC 
(Cosmetic or Home Care) as sales 
representative. 


Mitlite Electric Company Private 
Limited, Regional Sales Manager, 
Delhi, 8 - 10 years, Job ID: 6880664 

Main Role: Achieve order booking targets. 
Develop new customers. Appoint distributors 
and work closely with them. 


Submit your resume on monster.com 
and let monster work for you 
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EFY Enterprises Pvt Ltd, Senior Sales 
Professionals, Delhi, 4 - 14 years, Job 
ID: 6672572 

Candidates with experience in media sales, and 
have dealt with corporate clients and their Ad 
agencies. 


Best IT World India Pvt Ltd, Area 
Sales Manager, Delhi, 3 - 5 years, Job 
ID: 6886983 

He shall be accountable for achieving the 
targets, leading and motivating the sales force, 
achieving the width of distribution and more. 


Aliens Group Info Pvt Ltd, Sales 
Executive, Hyderabad, 1-3 years, Job 
ID: 6758524 

Aspirant need to be an excellent sales person 
with the ability to convince and deliver. 
Arranging daily client meetings and 
scheduling them accordingly. 


Flexible Automation Systems Pvt Itd, 
Sales Engineer, Pune, 1- 3 years, Job 
ID: 6886355 

Incumbent should have a pleasing personality, 
go getter, should be a team player, handling all 
the work of sales. 


Tilaknagar Industries Ltd, Area Sales 
Manager, Mumbai, 2 - 6 years, Job ID: 
6607818 

Applicants are invited from dynamic, ethical & 
result oriented individuals with aggressive 
leadership qualities. MBA would be an added 
advantage. 


Caravan Oil Suppliers, Sr. Sales 
Executive, Bangalore, 1 - 5 years, Job 
ID: 6884947 

You will be expected to co-ordinate with the 
3M company representatives to handle the 
territory. Experience in industrial selling and 
more 
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ç Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Syntel Inc, Accountant, Varanasi, 
Mumbai, 0 - 2 years, Job ID: 6891395 

Job holders must have excellent 
communications skills, typing speed of 25 
WPM. Good word and excel skills. 


InfoCepts Technologies Pvt Ltd, 
Finance Manager, Nagpur, 6 - 10 years, 
Job ID: 6889806 

Applicant must have done 
CA/CWA/CS/MBA (Finance) from a 
premier institute; 8+ yrs of overall experience 
in operational finance and more. 


Vale Entertainment ltd, Accounts 
Assistant, Mumbai, 0 - 3 year, Job ID: 
6036775 

Qualified B.Com candidate. Should have min. 
| yr exp. in accounts. Good knowledge of 
accounting, statutory audit, internal audit and 
more, 


Man Industries (India) Ltd, Senior 
Manager Accounts, Mumbai, 5 - 10 
year, Job LD: 6889491 

Person must have exposure in general 
accounts upto finalization of accounts, MIS + 
budgeting is a must. 


Gupta Equities Pvt Ltd, Accountant, 
Mumbai, 2-3 years, Job ID: 6889128 
Aspirant must have good accounting 
knowledge, belong to stock broking firm, must 
have excellent communication skills. 


First Select (P) Ltd, Assistant 
Manager-Accounts, Delhi, 5 - 8 years, 
Job ID: 6886619 

We need CA inter or ICWA inter candidate with 
min. 5 yrs exp in debtors control, vendor 
control, export import and morc. 


Jobseekers - To apply for above jobs 


l. Logon to www.monster.com 


2. Type the Job ID in the "Search Jobs" box on the 


homepage 
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IE RIGHT CANDIDATE STRESSING YOU OUT? 


Iis LIO 866 


Bally Technologies, Accounts Payable 
Executive, Bangalore, 3 - 5 years, Job 
ID: 6887883 

Executive must be strong in both written / oral 
communication. Hands on experience in 
payable & general ledger transaction. 


Sars Plastic Wires Private Limited, 
Accountant, Delhi, 2 - 5 years, Job ID: 
6886170 

Candidates who have worked under the 
supervision of a reputed C.A. will be preferred. 
Should have excellent knowledge of Tally 9.0, 
MS Excel and more. 


Info Soft Global (P) Ltd., Finance 
Executive, Kolkata, 2 - 10 years, Job ID: 
6885884 

Incumbent must have 2/3 years experienced 
Commerce graduate. Good working 


knowledge of Tally. 


J M Baxi & Co, Assistant Manager - 
Accounts, Mumbai, 5 - 10 years, Job 
ID: 6885445 

Ideal candidate must have good computer 
knowledge, expertise in advanced accounting 
software, good analytical skills and more. 


Sahastraa Exports Pvt Ltd, Accounts 
Assistant, Mumbai, 5 - 10 years, Job ID: 
6882856 

Looking for B.Com graduates with minimum 
3 - 4 years experience complete knowledge of 
computers, staying in west suburbs good 
prospects. 


Vadilal Industries Ltd, Manager - 
Account, Ahmedabad, 4 - 8 years, Job 
ID: 6881327 

Duties will involve: Maintenance & 
supervision of routine accounting 
transactions in Tally 7.2. 
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Runwal group, Accounts Executive 
Mumbai, 4 - 12 years, Job ID: 6881047 
Responsibilities will involve: Explain billing 
invoices and accounting policies to staff 
vendors and clients and more. 


DiagnoSearch Life Sciences Pvt Ltd, 
Executive Accounts, Mumbai, 2 - 5 
years, Job ID: 6880597 

Must be Tally Savvy including knowledge of 


cost centre accounting. Knowledge of TDS, 
filing of ETDS returns, FBT calculations. 


Dignity Lifestyle Trust, Accounts 
Executive, Mumbai, 2 - 3 years, Job 
ID: 6001997 

M.Com / B.Com / BBA having experience in 
handling accounts with knowledge of statutory 
compliances like T.D.S,, filing of returns etc. 


Ariston Capital Services Pvt Ltd, 
Senior Manager - Accounts, Mumbai, 
4-14 years, Job ID: 5833555 

Responsible for finalization of accounts for all 
divisions of company. Responsible for treasury 
managements and morc. 


Quantum Asia Private limited, 
Accountantt, Hyderabad, 3 - 4 years, 
Job ID: 6877723 

B.Com Graduate with minimum 3-4 years 
experience in any manufacturing industry. 
Should have sound knowledge of Excise and 
Taxation. 


Accel Frontline Ltd, Account Officer, 
Mumbai, 2-5 years, Job ID: 6914153 
Daily accounting jobs, handling day to day 
cash transactions, taking care of taxation 
related activities and more. 






Call us at 1800-419-6666 


monsterindia.co 


Log on to www.monsterindia.com 








economical way to get to the 


perfect resume, call us or visit 
www.monster.com. We'll get you 
the riecht candidate 


MANC OY cram 













IF IHE DREAM IS BIG ENOUGH, 
THE SIZE DOESN'T MATTER. 


Recognising the "Emerging Giants" that have the potential 
to be the growth drivers of Indian economy. 


rd 





BANK 





mie 





Based on a study that captures key trends and best practices and identifies achievers, 
innovators and enablers, the aw ards will showcase the very best of SME universe. 


Business Today and YES BANK invite you to send entries for the following award categories: 


4 1. Business Today-YES BANK Star SME of the Year 4. Best SME in Corporate Governance of the Year 
2. Best SME CEO of the Year 5. Best SME Innovator of the Year 
3. Best Green SME of the Year 6. Best SME for Corporate Social Responsibility of the Year 





To participate, log on to: Wiww.vesbank.in or www.businesstodavy.in 


Rush your entries now: WEGES DES April 15. 2009 


ArmstllCrestra /8T/153/09 





Process validated by 


© Grant Thornton e ble 





ENR MANA IM e T / ภ ก แล ก 6 6 frs เล ล 


G. PAWAR 


k 


BY DEEPA 


PHOTOGRAPHS 


Plastic phials being 
filled with indelible 
t Mysore Paints 


Inking Money 





PRINTED CIRCUIT Lippe M 








A small PSU in Mysore, the only firm in India to produce the indelible ink used 
in elections, is certain to profit from the polls. K.R. BALASUBRAMANYAM 


HEN YOU STEP INTO 
the polling booth to 
caste your vote this 
time, the polling of- 
ficer will draw a 
line on your nail starting from the 
skin. Five years ago, they applied a 
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simple dot. The difference may be 
insignificant for a voter. But not so 
for Mysore Paints & Varnish Ltd., 
the world's oldest maker of indelible 
ink and the only one in India. The 
change from a dot to an extended 
line means a two-and-a-half time 


increase in orders compared to the 
2004 elections. The company will 
supply 20-lakh bottles of 10 ml each 
to states this time, as against 16- 
lakh bottles of 5 ml each in 2004. 
The little-known PSU based in 


Mysore 15 burning the midnight oil to 


meet this incremental demand. The 
72-year-old company, set up by 
Nalwadi Krishnaraja Wadiyar, the 
ruler of the then princely state of 
Mysore and taken over by the State 
in 1947, entered the indelible ink 
business in 1962. Forty-seven vears 
on, its bond with the Election 
Commission is getting stronger. The 
oldest-serving employee, K.S. 
Muralidhar, 58, now Manager (ma- 
terials), recalls how difficult it was 
when glass phials were used to store 
the ink in the early days. It invariably 
led to an estimated 15 per cent loss 
of ink due to breakage and leaks. 





cm KI Ac" 
Ready for packaging; the amber-coloured bottles are 
used because the violet ink is photo-sensitive 





Quality-control staff testing the indelibility 
of the ink before dispatch 


The wastage has come down to 
about 1 per cent since the 
company shifted to plastic containers 
in 1979, Mysore Paints has reported 
profits for the last nine years. 

What goes into the making of 
this ink? “We cannot reveal the ink's 
chemical composition," says 
Managing Director K.J. Suresh of 
the ink that was developed by the 
National Physical Laboratory, Delhi, 
and patented by the National 
Research Development Corporation 
(NRDC)—an arm of the Council for 
Scientific and Industrial Research 
(CSIR). The ink is photo-sensitive 





MONEY SPINNER 


Mysore Paints & Varnish's 
profits. 


e The company is supplying 
20-lakh bottles of 10 ml 
each for elections this time, 
a 150 per cent increase from 
2004 elections 


e Changing to plastic phials 
from glass since 1979 has 
reduced wastage from 15 per 
cent to less than 1 per cent 





e [his year, the company 
exported its product to 
Ghana, Mongolia, Malaysia, 
Nepal, South Africa and the 
Maldives 


e Of the Rs 26.5 crore 


business that the company 
did in 2008-09, Rs 15.5 
crore came from selling ink 
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and is, hence, protected from ex- 
posure to direct sun rays. "Even 
during the times we used glass 
phials to store them, we used 
brown-coloured bottles. Now, we 
use amber-coloured plastic con- 
tainers," says Muralidhar. 
The company is under- 
standably proud about 
making this ink. *The vi- 
olet ink turns black 
when applied and 
remains on the finger 
for at least two days, 
sometimes up to à 
month. How long the 
ink sticks depends on a 
voter's body temperature 
and the environment," 
says C. Hara Kumar, the 
Marketing Manager. The 
company, he claims, has not 
received complaints about the ink's 
quality from any state so far be- 
cause the samples pass through strin- 
gent quality control tests 
before they are dispatched. 
Mysore Paints, however, did 
draw the attention of the interna- 
tional media in October 2004, 
when its ink, used in elections in 
Afghanistan that year, was said to 
have been far from being indelible. 
Kumar rubbishes the allegations. 
“If the ink disappeared fast, it was 
because the election 
staff used the wrong 
ink. They used 
marker pens meant 
for paper, instead of 
using marker pens 
loaded with indeli- 
ble ink," he says. It 
was for the first 
time that Mysore 
Paints manufactured 
indelible marker 
pens at the request 
of the United 
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The number of phials ordered by 
some states. 
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Nations, which supervised the 
election in Afghanistan. 

The brief spell of controversy, 
though, has not affected business. 
The list of countries that buy ink 
from the company is only grow- 
ing. This year, it exported the ink to 
Ghana, Mongolia, Malaysia, Nepal, 
South Africa and the Maldives. 
“Some countries 
holding elections 
invite global tenders 
for ink and we par- 
ticipate in all of 
them. Others ap- 
proach us through 
their embassies. Our 
ink has already been 
used in 25 coun- 
tries,” says Suresh. 

Interestingly, not 
all countries apply 
the ink in the same 
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"Our ink has already been used in 25 countries, 
mostly in Asian and African continents" 
K. J. Suresh / Managing Director/ Mysore Paints & Varnish 


152 BUSINESS TODAY APRIL 19 2009 


way as Indian election personnel 
do—using a stick. In Cambodia 
and the Maldives, a voter is re- 
quired to dip his finger into the 

ink; In Burkina Faso, the ink is 
applied with a brush, while it is 

applied through nozzles in 
| Turkey. “We supply the 
| ink according to cus- 


SR tomer specifications,” 


says Kumar. 

For the current 
election season, the 
company has already 
dispatched ink to 23 
states while 12 states 
and union territories 

are waiting for the bot- 
tles. Uttar Pradesh has 
placed the largest order 
for 2.86-lakh bottles, while 
the Lakshadweep administra- 
tion has requested a mere 120 
bottles. “The orders are not placed 
by the Election Commission of 
India, but by the Chief Electoral 
Officers of individual states. The 
bills, too, are settled by individual 
states,” says Suresh. 

Elections are not the only time 
the ink is used. Some hospitals use it 
to mark out cancer-affected areas in 
the body. This use, however, is 
limited and not all hospitals have 
taken to it yet. 

Interestingly, though, the main 
product of Mysore Paints is not its 
ink, but as the company’s name it- 
self suggests—decorative coatings, 
industrial paints, wood polishes, 
primers, varnish and thinners. But in 
election years, the company’s rev- 
enue from the sale of ink far out- 
strips revenue from other products. 

While it did business worth Rs 
11 crore in 2008-09 (till February 
28) by selling non-ink products, the 
domestic orders for indelible ink 
during the same period was Rs 13 
crore, not to speak of another Rs 
2.5 crore it earned from exports. 

In the business of electoral 
democracy, Mysore Paints has def- 
initely left an indelible footprint. m 
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The Rise of Twitter 


Micro-blogging is the latest fad in the online world, with 
Twitter gaining in popularity. What is it all about? KUSHAN MITRA 


WITH some conviction. I joined the 

micro-blogging service sometime last 
year and since then, have been regularly 
updating my status on Twitter, (popularly 
called ‘Tweeting’) perhaps more often 
than I should. If you follow my Twitter 
feed, you could actually find out what | 
am doing, where I am travelling and 
what I am writing. 

So, what exactly is Twitter? In short, 
it is an online service that allows people to 
post 140-character-long updates, opin- 
ions and links to other stories, blogs or 
sites on the Internet, which can be read by 
all and sundry. 


I» A TWITTER ADDICT AND I SAY SO 


Unlike social networking serv- 
ices such as Facebook (whose founder 
Mark Zuckerberg is also on Twitter), 
you do not need anybody’s approval to 
follow their tweets. Likewise, anyone 
can follow your tweets. From us President 
Barack Obama, whose technology team 
used Twitter to send out updates to all his 
supporters, to British comedian and actor 
Stephen Fry, whose witty updates are 
immensely readable—everyone is tweet- 
ing these days. 

The organisation founded by Jack 
Dorsey, which has a mere 34 employees, 
boasts close to 10 million users and, unlike 
several other web services, has enough 
money to last a long time. It is already 










the third-most popular social network site 
in the world after Facebook and MySpace. 
Zuckerberg acknowledged that one of the 
inspirations for the recent (and seemingly 
unpopular) redesign of Facebook was to 
counter Twitter's rising popularity. 
Twitter is gaining popularity in India as 
well, where, it actually has a short-code 
number where users can send and receive 
SMS updates once they register on the web- 
site. During events such as the Mumbai 
attacks, many people kept abreast of the sit- 
uation using Twitter and its search function. 
Twitter has also spawned a variety of services. 
Some like TinyURL help Twitter users 
reduce the length of long websites so 
that they can stay under the 140 char- 
acter limit. Others such as TwitPic 
allow people to share images. 
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But why does everybody wish to share 
everything about their lives so openly? 
The increased openness enabled by the 
Internet might be a reason, but I find it fun. 
Of course, another big plus is that tweeting 
is so easy from the mobile, using Twitter's 
mobile interface at m.twitter.com. If I get 
stuck in a traffic jam, I just post it to 
Twitter. The concept of privacy in the 
mobile age has taken a hammering, and 
being on Twitter, perhaps, helps us embrace 
this new openness. After all, who needs the 
paparazzi when you have Twitter—just 
check out Ashton Kutcher, Demi Moore 
and P. Diddy's Twitter pages. 8 
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ou need to 
: sign up for an 
account on 
www. twitter.com. After 
choosing a username, 
. all you have to do is fill 
. up the box you see on 
|, your Twitter page with 
| 140 characters or less. 
It could be about what 
you are doing or just 
thoughts and opinions. 
. Each update is called a 
‘Tweet’. You could use 
the search function at 
search. twitter.com 
| to find your friends 
. or even celebrities 
: on Twitter. 

You can protect 
your updates or even 
lock them so that peo- 
ple can't ‘Retweet’ 
them. Twitter's biggest 
plus is that it is 
relatively open. You 

| can reply to anybody 

| on Twitter and also 
send ‘direct messages’ 
(that is private 

| messages) to other 

| Twitter users 

. who follow you. 


Twitter allows people 
to post updates, 
: opinions and links to 
other stories, blogs or 
| sites on the Internet, 
which can be read by 
all and sundry. 
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HEATING IS NATURAL AND 

cheating works. No, not 

examination cheating. If 
you're a guy and in a relationship, 
we don't mean the she'll-never- 
find-out cheating either. We're 
talking about Gym Cheating that 
can actually help you build the 
body you want. 

Your trainer has always 
advised you to lift lighter weights 
to perfect your form. Yet, when 
you look around, you see the 
guys who're lifting really heavy 
weights, getting the results they 
want. Men's Healtb fitness writer 
Scott Quill has put together the 
following Cheat Sheet for four 
classic gym moves. The good 
news: it won't get you dumped! 


1. The Bench Press 

The typical cheat: Bouncing a heavy 
barbell off your chest to help lift it 
back to the starting position. 

Why it's dumb: ‘Coz it could crush 
your rib cage and kill you. 

Cheat right: Put a rolled-up towel 
down the middle of your upper 
body, with one end at the centre of 
your chest. Aim for this end of the 
towel on each rep. 


1. The Bench Press 
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2. The Squat 


t 
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Your benefit: You'll learn to lift 
faster under control. 


2. The Squat 

The typical cheat: Doing the "lazy 
man's squat”, that is, reversing the 
movement before your thighs are 
parallel to the floor. 

Why it's dumb: It increases your risk 
of knee injury. 

Cheat right: Use the “quarter squat” 
to supersize lagging quadriceps. 
Choose a weight that's 20 per cent 
heavier than one you normally 
use for a full squat, and lower 
your body six inches until your 
knees are bent at a 60 degrees 
angle. Pause, then return to the 
starting position. 

Your benefit: You can use heavier 
weights on your quads while lim- 
iting the involvement of your ham- 
strings and calves. 


3. The Lat Pulldown 


The typical cheat: Leaning back 
while pulling the bar down, using 
body weight and momentum to 
move the weight. 

Why it's dumb: It reduces the focus 
on the target muscle—the latis- 
simus dorsi. 


3. The Lat Pulldown 








Yes, Cheaters Can Prosper Too! 


Cheat right: Do the "incline pull- 
down". Grab the lat-pulldown bar 
with a shoulder width, overhand 
grip and lean back at your hips 
until your torso is at a 45-degree 
angle from the floor. Without mov- 
ing your upper body, pull the bar 
down to the tops of your shoulders. 
Your benefit: It works the often 
neglected upper-body and rear- 
deltoid muscles. 


4. The Hanging Knee Raise 
The typical cheat: Raising your kness 
to the chest without curling your 
torso, which is crucial to working 
your abdominal muscles. 

Why it's dumb: It makes the focus of 
your exercise your hip flexors, not 
your abs. 

Cheat right: Perform an "incline 
reverse crunch" instead. Lie on a 
slant board with your hips lower 
than your head, knees slightly bent. 
Grab the board's handles and pull 
your hips upward and inward, keep- 
ing your knees at the same angle. 
Your benefit: If you're not strong 
enough to do the hanging knee 
raise with perfect form, the slant- 
board variation is the best way 
without cheating your abs. 


4. The Hanging Knee Raise 
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JAMAL SHAIKH 


Jamal Shaikh is Editor, Men's Health. You may write in to him at jamal.shaikh@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations, Readers should exercise 
caution and consult a physician before attempting to follow any of these. 





Nations, which hinged on the presump- 

tion that humans were essentially self- 
interested, rational people. Behavioural econ- 
omist Dan Ariely has imploded many of 
these assumptions that have formed the bul- 
wark of modern, free market capitalism. 

The one thing that sets us humans apart 
from the animal kingdom is our innate abil- 
ity to make rational decisions. Nothing can be 
further from the truth, argues Ariely, who 
spends much of the book demonstrating— 
. . almost gleefully, through seemingly quirky 
but ultimately profound experiments—that 
we can be easily manipulated, time 
and time again. 

Ariely reveals that humans ess- 
entially *focus on the relative adv- 
antage of one thing over another" 
and this has major implications | 
on the choices that we make. In I 4 
one experiment, the author picked |; 5$ 
a hundred students from MIT’s | i 
Sloan School of Management and 
asked them to choose amongst 
three separate options for a sub- 
scription to the Economist: An 
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onsumer Follies 


In Predictably Irrational, Dan Ariely shows that humans are easily manipulated 
and predisposed towards chasing worthless options, says RAJIV RAO 


sive dishes that nobody orders—steering 
customers towards cunningly priced second- 
tier dishes that seem like reasonable buys. 
These consumer follies form only the tip 
of the iceberg in our inclination towards 
flawed decisions. ‘Anchoring’, for instance, 
explains why a $3,000 flat screen Tv purchase 
becomes the base from which all future Tv 
purchases will be valued. *The power of the 
first decision can have such a long-lasting 
effect that it will percolate into our future 
decisions for years to come," says Ariely. 
The power of pricing, through Ariely's 
experiments, is a revelation. He points out 
x» that "zero is an emotional hot 
button—a source of irrational 
excitement." When a far supe- 
rior Lindt truffle chocolate was 
offered to people for 15 cents 
versus the more commonplace 
Hershey's ‘Kisses’ for one cent, 73 
per cent opted for Lindt and only 
27 per cent for the Kisses. When 
Lindt was reduced to 14 cents 
and the Kisses offered for free, 
the change was remarkable: The 
free Kisses attracted 69 per cent 





Internet-only subscription for punuan 2 of customers and only 31 per 
$59; a $125 print-only one; and PRICE: Rs 395 cent chose to pay for Lindt. 
a $125 option for both print and In one experiment, Ariely 


online access. Eighty-four students chose the 
print and Internet combination and 16 picked 
the Internet-only option. None went for the 
print-only option. When the print-only opt- 
ion was taken out, however, 68 chose the 
Internet-only option while the Internet and 
print combo garnered only 32 votes. In 
essence, nothing had really changed. The 
print-only option, however, proved to be a 
key decoy whose presence or absence steered 
people towards one or the other option. 
This has implications for how businesses 
lure customers. Restaurants, Ariely points 
out, routinely create a first-tier of expen- 


zapped participants with electricity and then 
offered them a placebo pill costing $2.50 
each to alleviate their pain. Almost all the 
participants said they experienced pain relief. 
However, when Ariely dropped the price to 
10 cents, only half the participants felt better. 

There are numerous other experiments 
that reveal the same bleak information— 
humans are malleable and prone to irrational 
impulses. Perhaps, this book more than any 
other, can best explain the last two economic 
bubbles and the current global meltdown. 
Understanding it might just prevent us from 
falling off another economic cliff. t 











The 

hovel 

by Dinesh C. Sharma 
HarperCollins 
Pages: 488 

Price: Rs 595 


Ata time when soft- 
ware firms are not the 
darling of the markets, 
here's a i 
history of the Indian IT 


role in India's software 
success isn't as small as 
itis generally thought 
to be. The book cap- 
tures battles between 
politicians, bureaucrats 
and technocrats. 





The Talent Edge 
by David S. Cohen 
Wiley India 

Pages: 212 

Price: Rs 299 

When productivity and 
profits have acquired a 
new meaning in this 
downturn, Cohen's 
book peels, to the last 
detail, methods to best- 
fit candidates for your 
organisation. Discard 
the 'gut' instinct, and 
try this essentially North 
American practical 
quide to hiring and ret- 
aining top performers. 


APRIL 19 2009 BUSINESS TODAY 155 


allip 
l person 
SIMI 


e 


ALN 


wper's Bazaar magazine has celebrated style and fashion for over 140 years. With 


INDIA 


Wd design, provocative photography and cutting edge imagery, Harper's Bazaar 
www finds its way to the new, emerging fashion destination- India. The Indian 
ition of Harper’s Bazaar appeals to the sophisticated, elegant, global Indian 
man. Each page isa work of art, a thrilling temptation. Each page celebrates the 
lian woman's style and each issue her individuality. Harper’s Bazaar India tells 


iall that is new, all that is next and all that is here to stay. 
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Where Fashion gets Personal 


April Issue on Sale Now! 





Boardroom 
to Ballot 


THE BOARDROOM IS THEIR 
familiar turf, but for the 
moment they are both 
gunning for the 15th Lok 
Sabha. Aviation entrepre- 
neur CAPTAIN” G.R. 
GOPINATH and CEO of 
ABN AMRO Bank’s India 
operations, MEERA SANYAL, 
have taken up the gauntlet 
to fight the election as 
independent candidates 
from Bangalore and South 
Mumbai, respectively. Founder of low-cost 
airline Air Deccan, Gopinath, 58, is still 
an active businessman, having just founded 
Deccan Express Logistics. But, politics has 
taken precedence over business. Gopinath 
is appalled at the apathy of political parties 
to terrorism, especially after the Mumbai 
attacks. “I want to make a difference,” he 
says. In a coincidence, Sanyal’s plunge 
into public life was also triggered by the 
26/11 terror attacks. “I always had this 
thought to do something for the people, 
but that (terror attacks) strengthened my 
resolve,” she says. On a sabbatical till May 
15, Sanyal has hit the campaign trail. Is she 
in politics for the long haul? 
“I want to devote the next 25 
years of my career in the service 
of nation," says Sanyal, 47, who 
Is pitted against sitting Congress 
MP Milind Deora. How the cor- 
porate duo play on the poll pitch 
remains to be seen, but 
they have surely 
made a start. 


) พ พ ลา 330 





เก น 










SATISH KAUSHIK 





Saas, Bahu & SEWA 


SHE IS ONE BAHU (DAUGHTER-IN-LAW) WHO IS SCRIPTING A SUCCESS 
story that would make any saas (mother-in-law) proud. 
REEMA NANAVATY, Chairperson, SEWA Trade Facilitation 
Centre (STFC), aspired to be in Civil Services, till life took a dif- 
ferent course in 1985 when she joined the illustrious Ela Bhatt, 
founder, SEWA, also her mother-in-law, to help out with relief 
operations in the then drought-stricken Gujarat: “There was 
no looking back,” she says. Nanavaty, 44, has pushed the est- 
ablishment into a wider realm—she is grooming 11 lakh 
member-households across eight states to hone their sales and 
distribution skills. “We are roping in small and marginal 
farmers to offer us their produce and then employ women to 
process and package it,” she says. The products are sold in var- 
ious pack-sizes—including tea and spices for a Re 1 price-point. 
If the long queue of marketers at STFC’s doorsteps is any 
indication, it’s a win-win for all. 


Reddy Turns Mentor 


DR YAGA VENUGOPAL REDDY, 6/, IS BA 
the news after he stepped out of RBI as 
Governor six months ago. He 

has joined the academic ranks 

จ che Iniversit, OT 
Hyderabad as its Emeritus 
Prote ssor In the Dep irtment 


of Economics. He will use the 


opportunity to deliver regula: 





Bulls, Bears and Now, Tigers 


FOUR YEARS AFTER RELINQUISHING THE REINS OF DSP LEGACY. 
HEMENDRA KOTHARI, 63, has hung up his boots at DSP Merrill 
Lynch. In 2005, Kothari sold his 47 per cent stake in the joint 
venture to Merrill Lynch for $500 million. Last month, he 
sold the remaining 10 per cent of his stake. After bulls and 
bears, Kothari will be busy with travel, forest conservation, 
more charity work that includes working with NGOs to set up 
schools around forest areas. Won't he miss the adrenaline rush 
of getting big mandates or doing billion-dollar deals? *As of 
now, I have many things to think and plan. The thought of 
missing the satisfaction of a big mandate might cross over after 
few months," says Kothari. Though he won't confirm, the 
market buzz is that the 10 per cent stake sale has fetched him 
around Rs 400-500 crore, which is as good a deal as it was 
in 2005 when the valuations were sky-high. Trust a banker 
to crack a smart deal in tough times. 





lectures on economic issues of global importance, and 
ilongside mentor scholars and the facultv there. 
Dr Reddy is no stranger to academics. Careful enough not 
to lose himself in the rigmarole of bureaucracv. 
Dr Reddy made copious use of his stint in the government 
ro enhance his knowledge in his pet areas of Finance and 
Planning. That eventually took him to the Ministry of 
, the World Bank. the IMF and. finally., 


Finance RBI. Fresh 


out ot RBI, who else is better equipped to comment on the 
Centr 1 
moment than Dr Reddy 4 


jank's policy approach in classrooms at the 
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Designs on Tech 


AFTER FORAYING 
jewellery, veteran designer RAGHAVENDRA 
RATHORE, 41, is courting technology. 
His latest venture is iCarbon, a lifestyle 


INTO INTERIORS 


software for iPhone, launched under 
the “Rathore Jodhpur” brand. What 
does iCarbon do? It helps calculate 
individual carbon footprint—the total 
set of greenhouse gas emissions caused 
directly or indirectly by an individual. 
It then offers solutions to neutralise 
your carbon rating. “Design, to me, 
is a 360-degree medium,” says Rathore. 
When Apple created a palatable opp- 
ortunity with iPhone, he decided to 
diversify. What's next? “Designing is 
f all corporate 
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“Admit to 
Mistakes” 


OST PROBLEMS THAT COMPANIES 

face can be traced back to the 

failure of the management and 
the top leadership of those firms. So 
believes Dr Ashok Ganguly, one of India’s 
foremost management experts and a recent 
Padma Vibhushan recipient. 

“Passing the buck down the line is just 
an excuse to shirk responsibility,” says 
the 72-year veteran, who has decades of 
experience at the top. A former Chairman 
at Hindustan Unilever, he is currently 
Chairman of the Anandabazar Patrika 
(ABP) Group and Firstsource Solutions. 
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Asking the Right Questions 
Citing an example of leadership failure in 
solving problems, he says: “If you look at 
militant trade unionism in the1980s, you 
will see that managements were scared of 
Datta Samant, the fiery trade unionist. 
Finally, some of them got their heads 
together and asked themselves why they 
were afraid to take him on and the imp- n 
ortance of the issues he was raising. Once they figured ASHOK GANGULY, 72 E 
these out, most companies were able to deal with ^ Chairman, Anandabazar Patrika 
union problems. It wasn't that they solved every issue. (ABP) Group and Firstsource Solutions | 
But at least the problems weren't obscure and amor- Former Chairman, HUL a 
phous to the management.” 

Over the years, Ganguly has been a guiding figure to several future leaders. Akhil Gupta, 
Head, Blackstone India, for one still remembers how Ganguly's advice of always looking 
within and identifying management failures in times of crises, has stood him in good stead. 





NISHIKANT GAMRE 
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Passing the Buck 


So, how does Ganguly explain the current economic downturn? He revisits the subprime 
crisis in the Us and says: *Did anyone understand the subprime risk? What was done was 
to cut debt and mortgages in various ways. Some bright financial engineers created new 
financial products and algorithms to define these products. They got triple-A rating anc 
huge bonuses and everybody thought things were just fine. Nobody seems to have 
asked what could go wrong." 
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Learning to Own Up 

The lesson from the downturn is clear, he says. *One must have the guts to stand up and 

say ‘I don't know’ sometimes," he explains, adding that this was his biggest learning as 

a management trainee. *A lot of problems can be solved if managers admit to mistakes 

and seek help," he says. 3 
ANUSHA SUBRAMANIAN 
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